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ACHIEVEMENTS IN GRAIN PRODUCTION 


Production in Sliven Okrug 


Sofia KOOPERATIVNO SELO in Bulgarian 3 Sep 82 p 2 


[Article by Stefan Karadobrev, correspondent of KOOPERATIVNO SELO from Sli’ sn: 
"Generous Repayment for Hard Work" ] 


[Text] “Last year, we promised the BCP okrug committee that we would produce 
500 kg of wheat and 450 kg of barley per decare, while the 29 high-producers 
would provide, respectively, 600 and 550 kg. In essence, this was a high, 
hitherto unachieved goal. It is a pleasure to report now that the agricultur- 
al personnel, skillfully led and constantly supported by the okrug and 
obshtina party committees, have worthily fulfilled the adopted promise." 


These were lines from the statement read by Zlatka Pavlova, the deputy chair- 
man cf the ONS [okrug people's council] executive committee and the chairman 
of the OAPS [okrug agroindustrial union], to a meeting held after the harvest 
to report on the results. Against the background of this very general state- 
ment, what has been achieved in grain production also shows specific changes. 
For wheat there has been 528 kg per decare and for barley 506 kg. It is also 
pleasing to point out that while last year only 14 brigades obtained a harvest 
of over 500 kg, and 10 did this for barley, at present their number has 
doubled and tripled, in other words, more than 70 percent of the brigades 
produce a half ton of grain per decare. The competition and mutual aid be- 
tween the collectives and the increased work criteria have made it possible 
for 5 brigades to obtain more than 700 kg of wheat and barley per decare, and 
16 produce over 600 kg. Again, the highest results have been at the APK [agro- 
industrial complex] in Nova Zagora. Here the average wheat yield on 93,200 
decares was 610 kg and for barley on 44,300 decares, 579 kg. This year the 
first place of the Nova Zagora workers in grain production is being challenged 
by the APK in Kermen with an average wheat harvest of 608 kg. The okrug's 
state wheat plan was overfulfilled by 25,000 tons and for barley by more than 
12,000 tons. 


The period which determined this jump in the production of winter grains in 
the okrug extends beyond a single five-year plan. However, during it very much 
was done to increase production than during previous years, while with great 

















effort the 400-kg mark was achieved only in 1980. Just 2 years later, the 
harvest of wheat and barley surpassed a half ton of grain per decare. 


One can scarcely speak about any miracle as this rarely happens in farming, 
particularly if you expect the earth to produce as much as one needs. The 
Sliven farmers could seriously expect a generous repayment in grain production 
if they themselves do not force the earth to produce more. Even a cursory 
glance at the soil and climatic conditions in the okrug is sufficient to ansver 
precisely why this is the case. Nearly a quarter of the area on which winter 
grains have been grown for years running, for example, is not in a condition to 
provide the designated yields. These include the lands of the APK in Kotel and 
a portion of them in the APK in Blatets, Tvurditsa and Gavrilovo. Very fre- 
quently the winter grains in the okrug were hit by drought. This also impeded 
the preparation and planting itself, the sprouting of the seed and the develop- 
ment of the plantings. Ordinarily the winters are without snow, they are ac- 
companied by severe storms and low temperatures. When the end of spring ar- 
rives, precisely when the grain begins to fill out, the dry winds begin and 
thes«: always “steal” a good deal of the already-grown crop. In years with 
abundant rainfall, in many regions the plantings are flooded. 


With these difficult production conditions, it is essential to obtain ever- 
higher harvests in order to produce more and less expensive grain. Previously 
there have been high achievements here but only on certain brigades and farms. 
The solution to the strategic grain problem required that the achievements of 
individual collectives becume a mass practice. The leadership of the okrug and 
of the APK as well as tne specialists must be praised for having correctly 
understood and promptly realized the great aid which science with its achieve- 
ments, technical progress and the experience of the pacesetters could provide 
in this area. The “harnessing” of these possibilities in production contrib- 
uted substantially to increasing farming practices, to the bringing of these 
into accord with the specific soil and climatic conditions in each rayon and 
the carrying out of specific farming measures for the individual development 
stages of the plantings. 


One example here. Last autumn was dry and in spite of the prompt planting, 

the seed was late in sprouting and a portion of the plantings fell behind in 
their development. With the aid of specialists from scientific institutes in 
the town of General Toshevo and Karnobat, all the plantings were inspected early 
in the spring and their condition was established. This introduced the required 
concreteness in carrying out the subsequent measures in this season and partic- 
ularly the basic measure of top-dressing. This was carried out out on a dif- 
ferentiated basis, with increased doses for the plantings which had fallen be- 
hind in their development. The result was that the plants rapidly recovered. 

On many farms (Kon'ovo, Lyubenova Makala, Stoil Voyvoda and Zagortsi), the 
plantings were exemplary. 


The extensive use of scientific achievements introduces the necessary clarity 
also in the presowing preparations with monocrop tending of the wheat and barley 
and in the correct carrying out of the integrated process of using chemistry in 
production. Obvious successes have been achieved in terms of the varietal 
structure. The task in this area is to test out under the local conditions 








what is still in the process of study at the scientific institutes. When the 
most valuable varieties have been established, the APK in the district should 
already have sufficient seed from them for mass multiplication. In this area 
the okrug is working in close collaboration with the institutes in General 
Toshevo and Sedovo. Due to this cooperation, an optimum varietal structure for 
barley and wheat is being created now and there are the necessary conditions 
for improving it in the aim of best meeting the future requirements. 


An important aspect in grain production in the district is its organization. 
Here the basic thing is the establishing of a new type of brigade as the basic 
productive unit. The efforts of the okrug and obshtina party committee, of the 
OAPS and the APK are to organize them most correctly, in establishing for each 
brigade an optimum area for cultivation, technical equipment and leadership. 
These efforts have been successful. Presently the okrug has 22 of the new type 
brigades and these tend more than 63 percent of the winter grains and actually 
have the largest share of the obtained results. Their leadership correctly 
understands the responsibility of the problems which must be solved. This was 
apparent at the start «cf this year when in their counterplans, the collectives 
of the new type brigade: assume an obligation to produce 20,000 tons of grain 
above the state quota, an obligation which they have honorably carried out. 


Among the best known brigades are those of the Hero of Socialist Labor Rusi 
Rusev from Kon‘ovo, Mincho Dimitrov from Lyubenets and Gospodir Dinev from 
Lyubenova Makala. These obtained more than 500 kg of wheat per decare. The 
brigades of Din'o Khalkov of Zagortsi, Georgi Dimitrov of Byal Kladenets and 
Georgi Genchev of Sudievo each obtained over 600 kg of barley. Other elements 
in the organization of grain production are the studying and popularizing of 
advanced experience, the competition, material and moral incentives. Five 
brigades in the okrug are among the founders of the national club of high grain 
producers. This year other collectives have applied for membership in this 
club. Eight of the members of the district club of high producers are grain 
producers. All of this is an additional incentive for the brigade collectives 
and an incentive for them to rank among the best in the okrug and in the nation. 
This incentive can also explain the high results in wheat and barley production 
this year. 


..+A significant success has been achieved in carrying out the major orders 
which tbe party has set in agriculture, that is, to constantly increase grain 
production. At present the Sliven farmers are preparing for the crop which 
they will harvest in the coming summer. The areas have been indexed, the seed 
has been cleaned, the varietal structure has been clarified and the grain 
fields prepared. They are working with a desire and ambition to surpass this 
year's results. 


Progress in Barley Growing 
Sofia KOOPERATIVNO SELO in Bulgarian 3 Sep 82 p 2 


[Article by Sr Science Associate and Candidate of Agricultural Sciences Todor 
Stefanov, director of the Barley Institute in Karnobat: "The Possibilities of 
Barley are Greater" | 


[Text] The carrying out of the major strategic task confronting agriculture 
for producing more grain during the 8th Five-Year Plan is impossible without 
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introducing the newest scieutific achievements and advanced experience into 
practice and without turning science into the main productive furce. 


In terms of the average barley yields, Bulgaria surpasses its Balkan neighbors 
significantly and equals many of the Middle European nations. The use of high- 
ly productive varieties and new intense growing methods have played a decisive 
role in the achieving of high results in barley production. 


In this area the contribution of world and Bulgarian plant breeding has been 
enormous. At present, the widely produced varieties of winter feed and brew- 
ing barley as Mirage, Alpha, Gerbel, No 468 and others most fully meet the 
present-day production requirements. Under experimental and production condi- 
tions, the designated varieties in recent years have produced from 800 to 
1,100 kg of grain per decare. 


Moreover, at present, the State Varietal Commission is testing a number of new 
varieties and lines of Bulgarian and world breeding such as the fodder barleys 
Karnobat-2013, 2014, 2015, No 4676, Pirat and the brewing barleys such as 
Karnobat-101, 102, 1009, 1010 and others. These in terms of productivity and 
other agricultural features surpass the presently widespread varieties of 
Mirage and Alpha. 


Along with this, om the basis of many years of research, in precise experiments 
of model and production testing, the institute has vorked out and has submitted 
for application in production during 1981-1982 an intense method for barley 
production and a technique for growing it with nonsystemic crop rotation (after 
stubble predecessors). We have not only presented these methods but have also 
taken an active part in realizing them in production from the preparation of 
the soil and sowing to harvesting. The results have not been long in coming. 
In Burgas and Sliven okrugs, they have obtained more than 500 kg of grain per 
decare on the entire planted area. A high increase in barley production has 
been achieved in Yambol, Stara Zagora, Plovdiv, Varne and other okrugs with 
which the institute maintains very close ties. For the 1982-1983 growing year, 
these methods have been adjusted according to the conditions of the individual 


rayons and okrugs. 


A major goal and obligation which ve have set for ourselves at present is to 
provide specific instructions to optimize the growth and development of the 
plants under the difficult range of conditions and the unstable nature under 
which these processes occur. 


In recent years barley has been leaving the soils which are most suitable for 
its growing. At present more intense crops are being raised on its traditional 
good predecessors. It is being grown on shallower and poorer soils and in 
certain rayons and APK from 80 tO 85 percent is being grown after stubble pred- 
ecessors. This increases the demands placed upon the new varieties in terms of 
their higher plasticity and resistance to stress, in enduring higher fertiliz- 
ing and chemical agents for combating weeds, diseases and pests. 

















The new conditions require a suitable supply of the necessary nitrogen, phos- 
phorus and potassium fertilizers, microfertilizers and growth regulators. 

There are also higher demands placed upon the equipment and implements for 
preparing the soil, the quality of planting, the even application of fertiliz- 
ers and the highly effective combating of weeds and pests, simultaneously with- 
out harming the crop. The introduction of technical progress and the use of 
advanced experience in barley production opens vp enormous prospects. 


Reserves in Wheat Raising 
Sofia KOOPERATIVNO SELO in Bulgarian 3 Sep 82 p 2 


[Article by Doctor of Agricultural Sciences, Kosta Gotsev, senior science asso- 
ciate at the Dobrudzha Wheat and Sunflower Institute near General Toshevo: 
"The Achieved is Not the Limit"] 


[Text] In recent years, the average wheat yield has been rapidly and tangibly 
growing. This has been the result of the great efforts by the party and admin- 
istrative leadership, of the increased skill of the specialists and equipment 
operators as well as the result of applying scientific-technical progress in 
intensifying wheat production. 


The basic factors related to intensification and which are of crucial signifi- 
cance for increasing the yields are: the fuller utilization of the biological 
capabilities of the varieties and the application of modern methods in accord 
with their requirements. Through an extensive network of experimental plots, 
the new breeding achievements rapidly undergo production testing and are intro- 
duced into practice, in replacing the less productive varieties. Simultaneous- 
ly with their accelerated ircroduction, significant efforts have been made to 
create a scientifically-bared varietal structure in the APK and brigades. 


In recent years, significant efforts have been focused on the application of 
the most modern, highly intense methods for growing wheat on the basis of ad- 
vanced experience and the most recent achievements in agricultural science. In 
this area a particular role is played by fertilizing with increased but well- 
balanced fertilizer rates, the everwider use of microfertilizer, systemic fun- 
gicides, herbicides and biological regulators as well as the prompt and better 
quality execution of all measures related to the growing of wheat. 





A detailed analysis of the positive and negative aspects of wheat production has 
shown that the achieved results in the leading okrugs are not the limit. The 
experience of the pacesetters is very convincing that the earth can produce 
significantly more. For example, in Tolbukhin okrug an average harvest of 600- 
650 kg of grain per decare is fully realistic and feasible in subsequent years. 


For 1983, with the direct help of specialists from our institute, a varietal 
structure has been established for many okrugs, APK and brigades, in taking a 
decisive step toward broadening the areas planted under the highly intensive 
Bulgarian-—developed varieties. Here the basic place has been given to the high- 
yielding and non-lodging varieties such es Charodeyka, Skitiya, Trakiya, Pliska 
and others which have been developed at the Dobrudzha Institute near General 








Toshevo. In parallel with this, the newest varieties such as Zagora, Tryane, 
Rekviem and Kaloyan are to be rapidly reproduced and in 1964-1985 these will 
play a significant role in wheat production. 


The greatest reserves for increasing the yields are to be found in the wheat 
raising methods. Of particular significance is that the measures outlined in 
them be carried out accurately, promptly and on a high quality. 


High and stable yields require systematic observation of the plantings during 
their entire development and the taking of care in accord with the requirements 
of the wheat plants. During the growing season particular attention must be 
devoted to protecting the leaf bulk in order that the grain be well fed. Yor 
this purpose it is essential to choose suitable varieties and take the appro- 
priate measures to disinfect the seed and spray the plants. In this regard 
special attention should be paid to the monocrop raising of wheat and for this 
the institute has worked out a special method. 


Of particular significance for success in wheat production is proper varietal 

farming techniques. This presupposes the fullest understanding of the biology 
of the varieties, their requirements for nutrients, the sowing rate, climatic 

conditions and so forth. 


To increase the wheat yields means to most fully incorporate all the intensive 
factors on the basis of efficient farming practices. 


Grain Success in Tolbukhin Area 
Sofia KOOPERATIVNO SELO in Bulgarian 3 Sep 82 p 2 


[Article by Iliya Kolev, chairman of the APK in the town of Tolbukhin-Iztok: 
“Our Task is to Confirm the Successes" |] 


[Text] The Dobrudzha APK in the town of Tolbukhin-Iztok fulfilled the plan for 
bread grain in the 7th Five-Year Plan by 113 percent in selling 44,166 tons of 
grain to the state above the plan. 


This year, we obtained an average yield of 620 kg from 195,000 decares. All 

the brigades ended with very good results, but particularly outstanding was the 
youth interspecialty brigade for industrial production in the village of 
Metodievo and led by the Hero of Socialist Labor Ivan Khristov. Its average 
yield was 805 kg. The farmers from the brigade in the village of Dimitur Ganevo 
led by Kan'o Ivanov harvested 701 kg of grain per decare. The APK has sold 
35,000 tons of wheat above the plan to the grain-feed combine. 


These results are due primarily to the correct party and state instructions on 
accelerating the intensification of grain production, to the high-yielding 
varieties developed at the Wheat and Sunflower Institute near General Toshevo, 
to the effective systems for the rapid reproduction and introduction of these 
varieties into production, and to the application of the new economic mechanism 
and the brigade organization of labor. 











The guiding principle in our previous work has been to obtain high and stable, 
but not record yields, in other vords, a maximum amount of grain for a given 
period of time and from a given area. 


Certainly, what has been achieved up to now is not the limit. Our goal is to 
make the achievements of the pacesetters a mass practice. We see reserves in 
increasing production discipline and in supplying the brigades with t... neces- 
sary highly-productive equipment. In line with the minimalizing of tilling and 
the saving of fuels and lubricants, during this five-year plan we must resolve 
a contradiction: we have heavy tractors but not enough equipment for then. 

The question of sowing has also not been well resolved. For a long time, ve 
have been sowing with the same drills. There is also the problem of combating 
weeds. For years running we have employed herbicides based on 2.4). This is 
the reason for the overgrowing of the fields with persistent dicotyledonous 
weeds. The question has arisen of correctly selecting and employing herbicides 
over a period of 5-6 years. 


We cannot raise the question of high yields if we are unable to handle diseases. 
This year was exceptionally favorable in plant disease terms but such years can 
be counted on the fingers of your hand. Recently, on certain areas where wheat 
is grown intensely we have begun using preventive and therapeutic chemicals 
against powdery mildew, rusts, fusarial wilt, root rot and others. These must 
be employed over the entire growing season and over the entire producing area. 


We have not settled evcrything in the area of fertilizing. Science and advanced 
practice have shown how and when fertilizers are to be applied, but their de- 
livery has been delayed. 


Our task is by constant search and the application of the new by the lea cers, 
specialists and production workers to confirm what has been achieved during 
the 2 years of the 8th Five-Year Plan. This will be our specific contribution 
to carrying out the decisions of the 12th Party Congress. 


High Brigade Output 
Sofia KOOPERATIVNO SELO in Bulgarian 3 Sep 82 p 2 


[Article by Candidate of Agricultural Sciences Ivan Stoev, leader of the Hr. 
Botev Brigade at the Burgas APK: "We Have a High Goal") 


[Text] For more than 10 years, the Khristo Botev brigade has obtained high 
wheat and barley yields. At a grain production conference held in September 
of last year, the brigade was given the task of producing 700 kg of wheat and 
barley per decare in 1982. In truth, in individual years we had come close to 
this figure, but still it posed a problem as it applied to the two crops. 


With the available high-yielding varieties we estimated that fertilizing would 
be of crucial importance in achieving the goal this year. It was not a ques- 
tion of fertilizing generally, but rather feeding the crops during the growing 
season, that is, giving them as many n'itrients as required and at the proper 
time. This we achieved by the introduced new fertilizing system with a balanced 
state of nitrogen, phosphorus and potassiun. 











As a result of the favorable climatic conditions during the autumn and spring 
season, the barley had developed very vell and opportunities had arisen for 
the sprouting and strong bushing out of the plantings. With th‘s specific 
situation we resolved that ve should not hurry with the spring fer-ilizing. 
Along with scientific workers, the APK grain production council cerefully fol- 
lowed the development :)f the plantings, it regularly took soil and leaf samp- 
lings and established ithe presence of nitrogen in the plants and soil. As a 
result of these analyse:;, we concluded that the top-dressing should not be in 
February, as was usually the case, but only at the end of March with doses of 
from 4 to 6 kg of nitrogen, in terms of active ingredient, per decare. This 
protected the plants against excessive bushing out and lodging. We tended the 
even and straight plantings and obtained record harvests of 735 kg of barley 
from 6,950 decares. 


In controlling the process of feeding the plants, we also were able to obtain 
a record wheat crop. Thus, on 15,950 decares of winter crops, the brigade 
harvested 7i2 kg of grain as an average per decare and honorably fulfilled the 
assignment given to us by the rayon party committee. 


There is the logical question of what now? With such a high yield, each sub- 
sequent step is difficult, but we are profoundly convinced that there are still 
opportunities to increase the yields. These are to be found primarily in aod- 
ern intensive varieties and the corresponding farming methods. It is not a 
question of varieties in general, but rather the choice of the most suitable 
one for the given field depending upon the preceding crop, the sowing time anu 
so forth. It is not a question of the production code generally, but rather 
proper farming practices. We see in this at present the main reserve for next 
year. 


At present, our attention is focused on the presowing preparation of the soil. 
Here there is not and cannot be any mere routine. In recent years, we have 
prepared more and more area by discing but this year the climatic conditions 
bave forced us to plow and work a larger portion of the area in order to achieve 
the desired and necessary condition of the soil. For 1983, we have set an even 
higher goal for ourselves and will do everything necessary to achieve it. 


PHOTO CAPTIONS 


l. This year the highest average wheat yield was ach’oved by the brigade led 
by Hero of Socialist Labor Ivan Khristov from the village of Metodiecvo in 
Tolbukhin Okrug with 805 kg from 13,000 decares. Next came the brigade led 
by Todoe Kurmov at the experimental station for irrigated farming in Yambol 
with 783 kg on 10,500 decares, then the brigade led by Mincho Dimitrov at 
the village of Lyubimets of the APK in Novo Zagora with 751 kg on 4,970 dec- 
ares, the brigade of Rusi Rusen in the village of Kon'ovo from the APK in 
Novo Zagora with 727 kg on 4,280 decares and the brigade led by Georgi 
Nedev in the village of Maslarevo in Veliko Turnovo Okrug with 715 kg on 
8,780 decares. 


2. Of all the APK in the nation, 10 have obtained an average wheat yield of 
over 600 kg per decare, 19 have achieved more than 550 kg and 10 others 
have had more than 500 kg. 








The APK in Kameno, Burgas Okrug, achieved an average yield of 650 kg per 
decare, the APK in Strakhilovo, Veliko Turnovo Okrug had 629 kg, the APK 
in the town of Tolbukhin-Iztok and the APK in Burgas each had 620 kg. 


Of all the new type of grain-feed brigades, 71 obtained more than 600 kg 


of wheat grain per decare, 73 had over 550 kg and over 100 had more than 
500 kg. 
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CZECHOSLOVAKIA 


SET OF MEASURES SAID CHANGING WAYS OF THINKING 
Prague RUDE PRAVO in Czech 4 Sep 82 p 2 
[Article by Miroslav Vitavsky]: "Need to Accept New Ideas") 


[Text] The Palace of Culture which dominates the area in 
front of the Gottwald Bridge has been fulfilling its role 
over a year now. Since the 16th CPCZ Congress the Palace 

of Culture has on numerous occasions been the host to con- 
gresses and cultural events. Visitors come here just to 
look at the interior of the building; others come to sit 

in a cafe from which they can look at the Old Vysehrad Castle 
and the beautiful panorama of Prague. The people are start- 
int to accept the Palace of Culture as if it had been here 
for a long time. 


The workers of Prague Industrial Constructions (Prumstav) put their finishing 
touches on this building at the time two economic systems met. They used the 
skills of all those who were able to successfully participate in the completion 
of the largest construction project not only in the history of the enterprise 
but also during the entire era of the nationalized construction industry sector. 
For this reason, they temporarily stopped or reduced their work on many less 
important construction sites and brought to this project hundreds of people 

from additional organizations. 


When the work on the project was finished, Prumstav's workers returned to tens 
of sites of housing projects and small civic facilities. To some extent, this 
reminded us of an awakening after a night following a day of great effort 

from which one was still tired. Also, the construction of the largest cultural 
facility brought the enterpirse plan to a peak which the Prumstav workers were 
unable to equal in hte case of smaller projects. 


Year of Change 


New rules have changed many plans. Eng Jiri Smutny, the enterprise manager, 
said that he naturally could not have laid foundations for this year's project 
last year. And his deputy, Etr.z Miloslav Cerny, added that the enterprise had 
to look for a replacement of the Palace of Culture in the Seventh 5-Year Plan 
sooner-~-at a time when old rules were still valid. Hence, the plans counted on 
good cooperation, the use of more extensive materials and of prefabricated 
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parts. The aim of these steps was to reduce manpower and shorten deadlines 
even at the price of higher cost. At that time they also counted on a certain 
number of housing units as promised in the long-range concept of development, 
especially in Central Bohemian Kraj. 


"The Set of Measures and the changes in investment altered not only our thinking 
but also the prepared plans in the sector of technical development," said Jiri 
Smutny. "Many of these plans became unrealizable. This forced our technicians 
to react quickly. The change in the economic rules, however, rescued us from 
an unpleasant economic situation in which we would be engulfed if evaluated ex- 
clusively on the basis of the fulfillment of volume indices as was practiced 
until the end of the Sixth 5-Year Plan." 


After a while, he elaborated on his statement. Prumstav ended last year with 
a debt of Kes 200 million in the fulfillment of construction volume (gross 
production). On the other hand, however, it achieved an excellent record in 
the fulfillment of all other qualitative and binding indices. (Many a reader 
already knows what we have in mind.) Prustav fulfilled "all eight indices" 
and saved a lot on materials. This, however, affected fulfillment of the 
targeted volume which the enterprise failed to meet. 


Fast Changes 


The enterprise cannot afford either last year's debt level or savings this 
year. Consequently, it was necessary to take numerous new measures which would 
speed up steps under preparation, starting with technical development. To 
illustrate the point, I will offer the case of partition walls. For a long 
time the enterprise used synthetic partition walls which, according to existing 
economic criteria, are not suitable because of price and difficulty of instal- 
lation. 


The changed decision presupposes an accelerated reaction at many workplaces of 
the enterprise--in the first place, because the enterprise did not find a pro- 
ducer who would deliver a new concrete partition wall. thus it started to 
manufacture one by itself. However, it was necessary to introduce this new 
concrete partition wall very quickly and to bring about not only reduced cost 
and less work at installation time but also better use for the consumer. This 
is another element which the Set of Measures is scheduled to achieve. 


"We needed a product so well finished by the manufacturer that the only thing 
our assembly workers and electricians would do would be to connect the building 
wiring. We have ensured, in cooperation with the workers of the panel manufac- 
turing plant, the smoothness of the wall surfaces as well as the problem of 
how to hook up the plumbing," Miloslav Cerny said before adding: "The future 
user of the apartment will appreciate that the new wall partition is a solid 
wall which does not rumble the way a synthetic wall partition does. And in 
this way we saved 28 hours of work per apartment." 


Everybody Has Influence 


"The more perfect the product delivered to the construction site the better the 
work relations," added Eng Miroslav Strihavka, chief engineer of the 01 plant 
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in Prague, “because we will reduce the number of necessary specialists. We 
will also eliminate problems of accepting badly done jobs." 


This brings us to the next product which is part of new housing units-——-porous 
concrete outer shells. This task of technological development was started 
many years ago at the Ministry of Construction in order to use waste and was 
successfully completed by the Prefabricated Parts Plant in Hyskov. Ar ‘or con- 
crete, you need first-class-quality natural raw materials such as sand gravel 
or crushed gravel. In the case of porous concrete these materials are replaced 
by light ash. While for an outer wall panel we need a large amount of poly- 
styrene for insulation, porous concrete is an insulator by itself. 


"In addition to some advantages, there are also disadvantages which to a great 
extent prevented its use," Lubor Sisler, head of the technical sector of the 
Panamont Plant, explained. "In the manufacturing of the outer shell people must 
be consistently interested in quality. The same applies to the construction 
crew which delivers these outer shells to the construction site. Finally, it 
is necessary to create necessary prerequisites for the assembly workers--if we 
want better quality work from them they must not earn less than before." 


A Few Less 


The search for an answer to the question of how the Set of Measures works out 
at the Prumstav Plant brought us to Kralupy nad Vitavou. On barren soil at 
the edge of town at the site bordered on one side by a river and on the other 
by a cliff, a new housing facility is being built. The construction head, Jiri 
Kratochvil, explained to us at the site the intricacies of the procedure: 
technical development, production, construction. As far as he is concerned, 
all rationalization measures concerning the technicians call for the planned 
reduction of worktime. Between the plan and reward there is a computer, a 
dispassionate bookkeeper whose debit-asset columns can be influenced only by 
malfunctioning of the machine. 


However, the construction head and foremen can utilize their own possibilities. 
It was calculated that Jiri Kratochvil will need 39 workers with specific 
average wages at the construction site. However, the work crew was able to 
uncover certain potentials. Now, there are six fewer people at the construction 
site and if they do not meet the deadline they stay longer or come back during a 
holiday. The other isde of the coin is that they have a chance to pocket money 
which otherwise would be paid to the six workers. The remuneration, however, 

is conditional on meeting deadlines and the quality of finished work. 


At the Construction Site 


We had a chance to look at the first installed partition walls at the housing 
construction site in Kralupy. The thin wall, ready for wallpapering, contains 
boxes and pipes for electric wiring. The plans are that in the future the 
supplier will insert conductors in the walls. In such a case, the task of the 
electrician at the construction site would be merely to test and connect the 
wiring. 
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Such a technical-organizational measure ought to save additional work at the 
construction site because the manufacturer can do these things faster and more 
easily. As was shown, a technician working under the Set of Measures should 
know what the construction workers think of these measures. Electrical engineer 
Pavel Petras appreciated the fact that the partition wall contained the boxes. 
If in the future it also contains the conductors, there will be more time for 
connecting the wiring and completing the whole process. This will also result 
in more completed work by the worker. However, when we asked him whether he 
prefers pulling cables through the walls and thus to do less qualified work 
than connect the cables. 


This case illustrates that it is not enough for people to introduce successful 
innovations into technical development without explaining their use to those 
workers who wiil use them. And it is also necessary to change the norms if 
the old ones put a damper on the development of initiative. The Set of 
Measures must be implemented as a whole. 


1277 
CSO: 2400/378 


13 














PRINCIPLES OF WORK, PAY BY BRIGADE DEFINED 
Prague PRACE A MZDA in Czech No 9, 1982 pp 6-12 


[Unsigned article: "Principles for Experimental Verification of the Brigade 
Form of Work Organiz»* ton and Remuneration"] 


[Text] Soviet experiences have always been the source of 
inspiration of how to work better, how to further develop 
worker initiative and socialist competition. One of the 
major and successful Soviet initiatives is the brigade 

form of work organization and remuneration. The Soviet 
Union has already had 10 years’ experience with it. It 

is used in many industrial plants and virtually in all -—— Z 
sectors of the national economy. It has produced demon- 
strably better results in work, in training of workers, 

in the development of socialist democracy particularly 

as to worker participation in management. On the basis 

of all experiences with this form, the 26th CPSU Congress 
resolved that the brigade work organization should be widely 
practiced during the llth 5-Year Plan and help solve the 
economic and social tasks laid down by the congress. This 
form of work organization and remuneration has a justified 
and wide field of application under our conditions as well. 
It can help solve some actual problems and the tasks laid 
down by the 16th CPCZ Congress. Our 10th All Trade Union 
Congress also drew attention to it and some plants have 
already demonstrated interest in the application of this 
form. For this reason, the URO [Central Trade Union Council] 
together with the Federal Ministry of Labor and Social 
Affairs [FMPSV] worked out and approved the principles for 
experimental verification of the brigade form of work organ- 
ization and remuneration. Their purpose is to put this 
form on a uniform basis in order to better evaluate results. 
The URO secretariat and the FMPSV will study them and propose 
to the CSSR Governemnt at the beginning of 1983 a course of 
action for further development of this progressive form. It 
is, therefore, very important to be guided by the approved 
principles and to apply them with responsibility. 
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CSSR Government Resolution No 382 of 27 November 1980 laid down the task "to 
verify and gradually apply in the developed work collectives the brigade forms 
of work organization and remuneration, and in doing so to make use of exper- 
iences of other socialist countries particularly of the USSR." To accomplish 
this task, the FMPSV in cooperation with URO and the CSR and SSR ministries of 
labor and social affairs has formulated the following principles for the period 
of verification. 


Characteristic Features of Brigade Form 


1. The brigade form of work organization and remuneration (henceforth the 
brigade form) is one of the forms of implementation of the Set of Measures for 
Improving the Planned Management System of the National Economy, particularly 
in regard to the development of intraenterprise khozraschet all the way to the 
brigades, application of scientific work organization, enforcement of the prin- 
ciple of remuneration according to merit and increasing worker participation 
in production management. 


2. The introduction of the brigade form aims at making use of the advantages of 
collective work organization and remuneration which lie in the capacity of the 
work collective to mobilize more effectively its productive force through more 
intensive cooperation and division of labor, cooperation of interrelated workers, 
in training and forming of the worker with broader knowledge and skills, and in 
better opportunity of his self-realization in the production process in order 

to promote further increase in labor productivity, production efficiency, 
economy and quality of products, to speed the application of scientific-techni- 
cal achievements in production and to inculcate in the workers the socialist 
attitude toward work. 


3. By the brigade form is meant such form of work organization and remuneration 
of workers in industry, building and other sectors of material production and 
services, in services in which a brigade (work collective) is one of the units 
of intraenterprise management for which the basic (selected) quantitative and 
qualitative tasks are planned, which records and reports their fulfillment, 

for which the labor force necessary for achieving these tasks is specified and 
financial incentives and brigade responsibility for attaining the targets de- 
fined. 


At the same time, the production brigade is an important part of the enterprise 
work collective and the lowest level of work organization and management. The 
brigade unites the work collective for the most effective fulfillment of produc- 
tion and work targets on the basis of mutual cooperation, comradely assistance 
and development and use of individual abilities for joint work. 


4. The production brigades differ from the present work collective also by 
the fact that the brigade: 


a. adopts and implements progressive plan tasks; works very productively, as- 
siduously and economically; makes use of new equipment and progressive work 
methods; more consistently observes work discipline; 





b. intensively participates in production management and for this purpose 
systematically employs the elements of collectivism such as comradely coopera- 
tion, substitution for the absent worker, assistance to and training of young 
and inefficient workers, rotation of workers and so on, on the basis of acquain- 
tance with interrelated jobs and activities, and other progressive elements in 
the work organization such as operation of several machines, extension of work 
assignments (zones of operation), brigade khozraschet, turning over co.crol 

over operating machines and equipment to another person, assuming responsibility 
for the quality of work and so on which make it possible for the brigade--in 
comparison with the individual work organization--to achieve a greater increase 
in social labor productivity; 


c. consistently observes in practice the merit principle according to which 
the remuneration of the work collective depends entirely upon work results. 
There are incentives for all members of the work collective and for every in- 
dividual to stimulate their interest in end results! of brigade work and to 
increase one's own contribution to these results; 


d. together with increased duties and responsibility, makes full use also of 
the greater rights in the management of the collective (self-management), in 
the operative adaptation of work organization and distribution of the labor 
force, and its participation in distribution of that part of wages payable 
which are paid for the collective work results while taking into consideration 
the contribution of individual workers to these results. It can propose to the 
organization management and trade union organs the best workers--brigade menm- 
bers--for reward in intraenterprise socialist competition, and also call to 
account those individuals who fail to fulfill their tasks, disrupt production, 
technological and work discipline. 


5. Under the conditions of the brigade form of work, the role of foremen and 
operations supervisors increases. Since the brigade and its leader assume 
certain duties in work organization, there is a division of labor between the 
foreman, leader of the brigade and the collective in following up the observance 
of work and technological discipline, in remuneration and so on. The foremen 
and other supervisors can thus pay more attention to the planning and prepara- 
tion of production, to procurement of material supplies and equipment, to the 
application of scientific-technical achievements in production, to protection 
and labor safety, to the evaluation of plan fulfillment and so on. At the 
same time, they will follow up, evaluate and regulate the effectiveness and 
tools of the brigade form. 


Organization of Brigades, Their Tasks and Remuneration 


6. Brigades are organized in those areas, where the collective form of work 
makes it possible to achieve better economic results and social development 
of the work collective than the individual form. The establishment of brigades 
is preceded by thorough preparation which should result in the overall improve- 





1 By end results are meant finished and semifinished products, set of compon- 
ents, technological part of production and so on. 
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ment of work organization and production management, of economic tools, of 
basis of technical and economic standards particularly of standards of labor 
expended, increased qualification and creation of conditions for continuous 
work. 


7. In organizing a brigade, the amount of work, production tasks, production 
space and equipment is defined in such a way as to make the brigade work a 
self-contained, well-rounded production technological unit of the production 
process. The decision on the numerical, job and qualification structure of 
the brigade is based on the new conditions of production organization and the 
resulting needs for human labor. As to the bigger brigades in which workers 
from several shifts participate, it is expedient to form within "ue brigade 
smaller groups in which most of the brigade rights are exercised and duties 
carried out. 


In those production sections where it is expedient, the brigade can be augmen- 
ted by additional workers who participate in the production process, and where 
it is desirable for reasons of operation, by operations technicians as well. 
However, only the workers in the respective department can become members of 
the production brigade. If the scope of activity of a new brigade to be es- 
tablished does not agree with the organizational structure of the production 
section, the enterprise management will take the necessary steps to reconcile 
the organizational production structure with the work collectives. 


8. A brigade is organized by the decision (measure) of the enterprise (plant) 
manager after discussions with the appropriate ROH [Revolutionary Trade Union 
Movement] organ and with full consent of the work collective. Individual work- 
ers join the brigade in accordance with the principle of voluntarism.2 The 
leader of the brigade ie appointed at the same time. 


The brigade leader is appointed and recalled by the appropriate economic worker 
authorized to do so by the organization maanger, while the recommendation of the 
direct supervisor and opinion of the brigade collective are taken into account. 
The best qualified worker who has an organizational talent and enjoys natural 
authority in the collective usually becomes the leader of the brigade. If it 

is unavoidable, the foreman, chief foreman or other supervisor can exceptionally 
become the leader of the brigade. 


If in connection with the work in the brigade, a change occurs in the type of 
work performed by the brigade members or by the leader of the brigade or in 
the place of work, this change must be reflected in the written work contract. 


9. The tasks of the brigade are derived from the operations plan of the organ- 
ization and its detailing within the enterprise. Every brigade is assigned 
general tasks for the entire year which are more precisely defined later on for 
every quarter and every month. Higher rates of premiums and bonuses serve as a 
stimulus for the brigades to adopt higher targets through counterplanning. 





< By the term voluntarism is meant a democratic decision by the majority. 
Those individuals who disagree with their inclusion in the brigade will be 
transferred by the organization management to other, individual workplaces. 
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The plan tasks for the brigade are set, in accordance with the principles of 
intraenterprise (brigade) khozraschet, by the quantitative and qualitative 
indicators (production or work volume, economy, quality and amount of human 
labor expended) which constitute the work program for the brigade and are 
directly affected by the brigade's activity. Underlying them are the principles 
of intraenterprise khozraschet in industrial enterprises which were approved 

by the Government Committee for Problems of Planned Management of the «wational 
Economy on 10 October 1980. Targets for technical development and production 
and work rationalization are part of the planned tasks. 


10. The brigade form of work organization and remuneration makes it imperative 
to improve work organization, to rationalize the course of the production pro- 
cess and to formulate objective standards of labor expended (efficiency norms, 
norms of operating personnel, norms of labor force) used for evaluation of labor 
expended in individual work activities and operations, and making possible the 
formulation of comprehensive time standards for planning, operative management 
of production and work, and for remuneration. 


The formulation of comprehensive standards must be preceded by the .ualysis 

of mutual work relations among the workers, and the most effective work pro- 
cedures must then be proposed in order to make the most rational use of working 
time by every worker and to determine his contribution to the work results 
jointly achieved. In their work, the rationalizers and standards formulators 
must make use of the initiative and experiences of brigade members. 


ll. The remuneration of brigade members is governed by the regulations for 
remuneration of blue-collar and technical-economic workers. Their application 
to the existing brigades is reflected in the enterprise rules on the brigade 
form of work organization and remuneration in which the organization management 
specifies, in cooperation with the ROH plant (enterprise) committee, concrete 
conditions. 


12. Under the conditions of the brigade form, the economic incentive in the 
ultimate work results of the entire team is financially stimulated by the in- 
troduction of collective wage forms corresponding to the nature of work in- 
volved (team piecework wage, contract wage), team shared wage, team mixed wage, 
team premium and team efficiency bonus). 


In addition, brigade members can be granted, in accordance with the regulations 
now in effect, personal rating, extra bonuses, bonuses achieved due to the 
development of worker initiative, individual bonuses according to special 
regulations and shares in economic results. The leader of the brigade insofar 
he works in the category of blue-collar workers receives extra pay for guiding 
the gang within the general management of the brigade and work organization. 


13. The collective premium is usually stated in an absolute amount. The pre- 
mium is increased or reduced depending upon the fulfillment of brigade planned 
tasks according to the quantitative and qualitative indicators, and in accor- 
dance with the effective regulations on granting premiums and efficiency bonuses. 
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14. The premium is divided among individual blue-collar workers in the manner 
designed in advance with reference to their relative contribution to the over- 
all result. In continuous operations, this division is preceded by the distri- 
bution of the total premium among the collectives working individual shifts. 


The division of collective earnings among individual members of the brigade is 
proposed by the brigade leader, while the foreman (appropriate supervisor) 
determines the premium for the brigade leader and approves the distribution of 
collective earning among individual members. 


To express more concretely the contribution of individual brigade members to 
the common work results, work contribution coefficients can be used--if approved 
by the brigade collective--for the distribution of the collective premium. The 
details fo how to use them in order to promote the progressive elements of work 
organization and mutual cooperation will be spelled out in the methodological 
guidelines to be issued by the FMPSV. 


15. In order to stimulate interest in reducing the labor force, the procedure 
should be followed according to the FMPSV Guideline No 31-184/81-7210 of 13 
February 1981. 


In the brigades paid a collective piecework wage which provides incentives for 
savings in direct labor, the earnings are divided among individual members 
either in toto in the manner agreed upon in advance or only the standard sha 
while the extra earnings are transferred to the collective premium. 


If time wages are paid, the organization determines what proportion of base 
wages saved, achieved by the absolute reduction of the labor force by means 

of counterplanning or reduction of overtime work, will remain at the brigade's 
disposal (usually 30 percent). The collective premium is increased by this 
amount. If the amount of base wages actually paid exceeds the estimate, the 
deficit is paid from the collective premium unless the organization, in in- 
stances specified in advance, reimburses it from the enterprise resources. 


Management of Brigades and Developmerc of Work Initiative 


16. The foreman directs brigade activity in general. The foreman usually 
supervises several brigades (but it may one brigade only). In continuous oper- 
ations, where the brigades include blue-collar workers from all shifts, the 
work of the brigade is directed by the chief foreman or operations head. 


In directing the brigade, the foreman (chief foreman, operations head) performs 
particularly the following functions: 


a. sees to it that the brigade's planned tasks are fulfilled in the required 
quantity, quality, assortment, with proper economy within the specified dead- 
line; 


b. creates conditions for continuous and rhythmical work in the respective 
area on the basis of early and proper preparation of production; 
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c. applies the findings of scientific organization and rationalization of work 
in organizing and directing the production process, cooperates in working out 
new better work methods and in verification and implementation of proposed 
rationalization measures; 


d. controls the implementation of wage policy; 


e. formulates the goals of socialist competition in his section and of addi- 
tional forms of worker initiative; 


f. sees to it that work and technological discipline is observed; 


g- controls the quality of finished products and of work performed, analyzes 
the causes of defective products and cooperates in their elimination; 


h. maintains technical records on production and work in accordance with the 
intraenterprise regulations; 


i. amalyzes the fulfillment of planned tasks. 


His activity is based on cooperation with the brigade leader and brigade coun- 
cil, and is carried out in agreement and cooperation with the appropriate ROH 
organs. He discusses the fundamental measures and work problems at the brigade 
meeting. 


17. The work within the brigade is organized by its leader in the scope dele- 
gated to him by the organization management. Within this scope he has the 
rights and duties of a supervisor according to Section 74 of the Labor Code. 
The directives issued by the brigade leader within the delegated authority are 
binding for all brigade members. 


In directing the work within the brigade, its leader performs in agreement and 
cooperation with the ROH shop steward particularly the following functions: 


a) participates in and expresses his opinion in drafting the plans and brigade 
tasks, and formulation and changes of technical-economic standards according to 
which the brigade will work; 


b) acquaints the brigade members with the production tasks, discusses with them 
their proper fulfillment on time and acquaints them with the results achieved; 


c) depending upon the nature of production, he organizes work, assigns specific 
tasks to brigade members and develops appropriate forms of initiative to acconm- 
plish them; 


d) sees to it that the regulations on labor safety be observed in work by in- 
dividual blue-collar workers, and promptly enacts and proposes necessary mea- 
sures; 


e) proposes the distribution of team earnings, acquaints the brigade with the 
distribution of the team part of earnings with previous approval by the foreman; 
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1) after first discussing them in the brigade, he submits to the organization 
management the proposals for inclusion of new workers in the brigade or exclu- 
sion of workers from it; 


g) pays attention to the moral education and training of brigade members; helps 
train new workers and apprentices; creates the climate of comradely cooperation 
and mutual assistance, and guides the brigade toward responsibility for the ful- 
fillment of planned tasks. 


In organizing and management of brigade work he is assisted by the brigade 
council (if it was set up). He discusses the fundamental problems at the 


brigade meeting. 


18. In their work, the brigade members must observe the labor law and technologi- 
cal, safety and other regulations effective in the organization. They exercise 
their right to participate in production management and solution cf problems 
concerning the brigade at brigade meetings. The meetings are attended by the 
foreman and ROH shop steward. 


In dealing with the problems concerning its activities, the brigade: 
a. proposes the brigade leader and elects the brigade council by open vote; 


b. discusses the acceptance of new brigade members and «xpulsion of members 
from it; 


c. evaluates the brigade production tzsks and adopts socialist pledges or a 
counterplan, and enacts measures for their implementation; 


d. evaluates the work organization in the brigade and adopts measures for its 
improvement ; 


e. discusses the problems of remuneration of brigade members and approves the 
method of distribution of the team part of earnings according to the intra- 
enterprise rules approved by the economic management and ROH ZV [factory com- 
mittee]; 


f. expresses its opinion on the application of the work contribution coefficient 
and on the application of enterprise rules to personal rating; 


g. deals with problems related to enforcement of work and technological disci- 
pline, to assistance to lagging and young workers, to training of brigade members 
and development of socialist competition; 


h. proposes from its own ranks the best workers for rewards in intraenterprise 
competition. 


19. A brigade council is established in bigger brigades consisting, for example, 
of workers from several shifts. Its members are elected by the brigade members 

usually for 1 year. At the same time, the brigade meeting delegates some powers 
and tasks of the brigade to the brigade council and stipulates in which instances 
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makes a final decision and in which it only prepares proposals for the brigade 
meet ing. 


20. The development of brigade work activity and initiative is based on the 
effective principles governing the development of worker initiative. 


The brigade meeting discusses individual socialist pledges which must .im at 
achieving the best possible economic results by the entire brigade and must be 
reconciled with the criteria for determination of the work effort coefficient. 


The socialist pledge of the entire brigade is put together on the basis of in- 
dividual pledges. 


21. The ROH participation in brigade activity is based on the resolution of the 
Ninth All Trade Union Congress on the factory committees of ROH basic organiza- 
tions and on the resolution of the Fifth URO Plenum of 3 June 1973 on the status 
and role of the trade union section and of the shop steward. Together with the 
brigade leader, the shop steward attends particularly to the following tasks: 


-—discusses the proposal for the brigade production plans; 


-wins over the brigade members for the active participation in decisions on pro- 
duction problems and on increase in labor productivity and general efficiency 
and quality of preduction and work; 


--develops and evaluates the work and creative initiative consistently aimed 
at increased labor productivity and conservation of fuels, energy and raw and 
industrial materials; 


-——prepares and organizes the production meetings; 


-—-expresses his opinion on the proposal of intraenterprise rules for remunera- 
tion of brigade members and on the manner of distribution of the team part of 
earnings; 


--—gees to it that working conditions are improved and work and technological 
disciplined enforced; 


-—-evaluates and rates the work of the brigade and of individual members; 


--develops mass political work for strengthening the socialist attitude toward 
work, development of comradely cooperation and mutual assistance within the 
work collective; 


--checks the handling of comments and suggestions submitted by the brigade 
members and the implementation of measures designed to eliminate existing 
shortcomings. 
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Concluding Provisions 


22. In cooperation with the appropriate central committees of trade union 
associations, the central sectorial organs issue--in order to implement these 
principles with due attention to the specific conditions in individual sectors 
and branches--their regulations for the sector in which they specify the condi- 
tions which must be created in the experimenting organizations, the scope and 
course of verification, and the manner in which the results are to be evalua*ed. 


23. Economic supervisors together with the ROH pland (enterprise) committees 
are responsible for the selection of collectives in which the brigade form is 
to be verified, for the overall political and organizational preparation, and 
for the creation of necessary conditions in the experimenting organizations. 


24. If specific conditions in individual sectors and branches call for a 
different solution, the exemptions from these principles are granted by the 
FMPSV in agreement with URO, and if the respective sector is controlled by che 
authorities in one republic, by the appropriate Ministry of Labor and Social 
Affairs together with the organs mentioned above. 


25. The measures according to these principles can be implemented only in 
accordance with the regulations which define the jurisdiction of trade union 
organs in the area of worker participation in management, labor law relations 
and remuneration. 


10501 
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FIRST HALF YEAR FOREIGN TRADE STATISTICS PUBLISHED 
Budapest HETI VILAGGAZDASAG in Hungarian No 35, 28 Aug 82 pp 4-5 


[Interview with Lajos Berenyi, main department manager at the Foreign Trade 
Ministry, by Mihaly Muranyi: "Market Sacrifice”) 


[Text] The Central Statistical Office [KSH] recently 
published the numerical data of the Hungarian foreign 
trade in the first half year. What is behind these 
numbers? This is what we discussed with Lajos Berenyi, 
main department manager at the Foreign Trade Ministry. 


[Question] Last year as well as in the first half of this year, in our dollar 
accounted foreign trade export exceeded the import. And yet, we speak such 
more today about the foreign market's difficulties and about the 

economy's problems on the world market than we did in the decade of the 1970's, 
when--except for one single year, 1973-—-the ratio was exactly the opposite, 
and excess import, actually a very significant deficit characterized this 
balance of the Hungarian foreign trade. What is the reason for this? 


[Answer] Many things have changed in the world since then<-that is why we 
speak much more about the problems. And I will add right away that the world 
economy's not at all pleasant changes are causing more and more problems 

not only in Hungary but in practically all other countries also, This year 
the market situation is worse than ever before for the sellers, including 

the Hungarian enterprises. Much has already been said on the pages of the 
HVG [HETI VILAGGAZDASAG] about the world economic crisis being even deeper 
this year than it was last year. The measures which disadvantageously affect 
the East-West economic contacts added to this, and I am referring here to the 
most varied discriminations. These measures by states which disadvantageously 
discriminate against us were characteristic earlier for the Common Market. ‘n 
additivm to remaining in effect there also, and indeed having become even 
sharper, the discrimination has also increased in other countries and groups 
of countries, due primarily to pressure from the USA. But the effect of these 
is present not only in the direct economic contacts with the USA but also in 
the trade with the other western countries. It is also well known that the 
conditions of the internationszi financial relationships have greatly 
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deteriorated recently. Thus it is not only more difficult to implement the 
business aspects of export and import than it was before, but financing it 
is also more difficult. 


[Question] In spite of all this the statistics show that this year the 
balance of our nonruble accounted foreign trade was more favorable than in 
the first half of last year. 


[Answer] The favorable balance conceals very many kinds of movements, and 
movements in opposing directions. For example, based on the national 
economic plan the economic management urged the enterprises to open up 
additional export capacities, but in spite of this due to poor sales 
opportunities and decreasing world market prices, in the final analysis our 
nonrubel accounted export did not increase in the first half year but only 
approached the level of last year's first half year. At the same time 
there were significant changes also in import. It was favorable that the 
price of goods we buy also decreased compared to last year. However, on 
the other hand the need to improve the foreign trade balance made it neces- 
sary to make the economic conditions of import purchases stricter than before, 
and to encourage export. All these are designed to be promoted primarily by 
the exchange rate measures, this is why the forint was devalued in June by 
an average of about 7 percent, 


[Questions] Several industrial branches of the world economy are in deep 
crisis. Factories are being shut down, production is being cut back or 
halted. These branches of industry also exist in the Hungarian economy. 
Did we succeed in selling their products? 
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1, Foreign trade balance by currency group 

2. Million rubles 

3. Million dollars 

4, Balance by contractual parity* 

5. *By contracted prices, that is, by values corresponding to the 
foreign purchase or sales location according to the contract, 

6. Balance including consideration of the actual transportation expenses 

7. First half year. 


[Answer] The structure of our dollar accounted export did not change signi- 
ficantly compared to the first half of 1981. Agricultural and food industrial 
products are holding their favorable positions in our export. It was difficult 
to find markets for the products in the so-called crisis branches of the world 
economy-~ferrous metallurgy, textile industry, and a part of the chemical 
industry—, and we also had to sell our products for low prices in the first 
half of 1982. We were a little more successful in this in metallurgy this 
year than last, but our textile industrial export decreased. On the other 
hand, the machine industry's export increased. But the share of this branch 
in the nonruble accounted export continues to be small unfortunately, it is 
less than 20 percent. Every little result means progress here, only we would 
need faster progress. 


[Question] It has been mentioned that the world economy's prices are dis- 
advantageous to the Hungarian cconomy., Can anything be done to protect our- 
selves against this, for example, by changing the product structure of our 
export to favor products that can be sold better? - 


[Answer] What was said was not that the overall price relationships have an 


expressly disadvantageous effect on our dollar accounted foreign trade, But 
they clearly had an unfavorable effect on export. Export prices in terms of 
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dollars decreased by 5 to 6 percent compared to the previous year. Unfortunate- 
ly, the prices of agricultural and food industrial products important to us 
also declined on the world market, The world market prices of products ob- 
tained from import have declined in general. The trade ratio--the ratio of 
prices of goods sold to those purchased—favored us in this relationship in 
1980 and 1981. This year the trade ratio index is expected to be a little 
worse. In the developed export-import merchandise structure the decrease in 
world market prices affects the majority of our export. 


Were the Hungarian economy in a situation of being able to change its produc<- 
tion and export product structure more quickly, we could of course also take 
better advantage of the world market price changes, The basic structure 
changes——though not always--would require significant developments. But in 
the development policy--thie is widely known<<the demand for selection is 
even greater today than before. Of course, the export structure could be 
made more favurable also by omitting the products selling less profitably. 

But we have to increase not only the efficiency of export but also its volume. 


[Question] A main department for enterprise supervision and control was 
recently created in the Ministry of Foreign Trade, and you are its head, 
Does the creation of this main department mean perhaps that the ministry 
will want to have an increased voice in the business affairs of the 
enterprises? 
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Foreign trade with the more important countries in the first half 


of 1982 


Income 
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Country 
million forints 


1. 
2. 
3. 
4. 
5. 
[Key continued on following page] 


Key: 








6. As percentage of the identical time period of 1981 
7. Balance, million forints, first half of 1982 
8. Europe 

Austria 
Belgium and Luxembourg 
Bulgaria 
Czechoslovakia 
United Kingdom 
Finnland 
France 
Holland 
Yugoslavia 
Poland 
GDR 
FRG 
Italy 
Romania 
Switzer land 
Sweden 
Soviet Union 

Asia 
India 
Iraq 
Iran 
Japan 
China 
Kuwait 
Lebanon 
Mongolia 
Pakistan 
Vietnam 

Africa 
Algeria 
Egypt 
Ivory Coast 
Lybia 
Malgas 
Morocco 
Nigeria 

America 
USA 
Canada 
Cuba 
Mexico 
Argentina 
Brazil 
Peru 

Australia and Ocenania 
Australia 

9. Total 
10. The data appear at official currency exchange rates, border parity, 
including precalculated freight costs. 
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[Answer] Not at all. What is involved here is that more and more enter- 
prises in Hungary are engaged in foreign trade activity. In addition to about 
40 specialized foreign trade enterprises, today over 120 producing, trade, 

and other enterprises have the right to it, and their number is constantly 
increasing. The job of this main department is to help the work of the foreign 
trading enterprises, and to coordinate it according to the directing re-uire- 
ments, and not to interfere in their individual businesses. 


[Question] It has been a year and a half now that the enterprises with foreign 
trade authorization may export in the dollar accounted relationships not only 
the products originally listed under their profiles, but also other products, 
Has this system worked out well? 


[Answer] A year and a half is not enough to clearly conclude whether this 
system has worked out well. But one thing is for certain: It does have 
some tangible advantages. Thus, for example, that the newly appearing 
competition encourages also the so-called basic enterprises to do better 
marketing work. The existence of competitors also results in the new ones 
as well as the old ones opening up new export capacities, and entering into 
new markets, Are there any arguments? There are. Coordination between the 
enterprises and cooperation are not yet running completely smoothly. 


[Question] In your opinion how well are the Hungarian foreign trade enter- 
prises adjusting to today's poor market conditions? 


[Answer] There are several kinds of foreign trade enterprises, just as there 
are several kinds of enterprises in general. Some react quickly, some not 
so quickly to the changed situations. My opinion is that this year the 
ability to conform has greatly improved. Of course, sacrifices must also 
be made on the altar of the market. For example, in the first half of the 
year the profit of the foreign trade enterprises was only about 75 percent 
of the first half of last year. This also conceals a certain kind of con- 
forming, since the product bases offered by the producing enterprises for 
export are sold even if their profits are nil, or only minimal. In the past 
when the conditions were more relaxed, it is not sure they would have acted 
the same way. 
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Key: 
1, Product structure of the Hungarian foreign trade in the first half 
of 1982 
2. Rubel 
3. Nonrubel 
4. Total 


5. accounted 

6. million forints 

7. Identical time period of the previous year = 100 
8. Export 

9. Energy sources, electrical energy 

10. Materials, semifinished products, spare parts 
ll. Raw and basic materials 

12. semifinished products 

13. Spare parts 

14. Machinery, transportation equipment, miscellaneous investment goods 
15. Industrial consumer goods 

16. Food industrial materials, live animals, foods 
17. agricultural products, livestock 
18. Food industrial products 
19, Total 


20. Import 
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[Question] Many types of prognoses are brought to light. In your opinion 
what can be expected in the world's economy in the future? 


[Answer] No favorable turn can be expected until early 1983. We will have 
to maintain and even significantly improve our results under continued poor 


market conditions. 
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PROBLEMS RELATED TO ECONOMIC REFORM DISCUSSED 
Warsaw PRZEGLAD TECHNICZNY In Polish No 3, 26 Jun 82, pp 24-27 
[Panel discussion: "The Fifth Battle for Reform") 


[Text] Why is the introduction of economic reform confronted with great 
obstacles? What has become of the “old” resistance bastions who desperately 
defend their position in the struggle for reform? The following were 
participants in a news conference regarding economic reform: Prof. Janusz 
Goscinski (Lodz Institute of Technology); Henryk Michalski, M.S., (head 
accountant at the Warsaw Institution of Leather Industry "Syrena"); and 
Prof. Jan Mujzel (Polish Academy of Sciences, "PAN"). Representing the 
press were: Marek Rostocki and Adam Strug. 


[Question] We have had serious problems in inviting representatives of 
industry. We phoned many directors of industrial estabiiehments; practically 
all declined due to lack of time; only one stated directly: I have had 
enough of discussions on reform already. Why don't direciors wish to speak-- 
even in the editorial offices of the periodical which so many times defended 
their interests? 


H. Michalski: There are several reasons for this reluctance. The first is, 
that as a result of consultation with enterprises their observations on 
individual projected changes were accepted; but finally, practically 
completely, umresolved. Second--during the past several weeks numerous 
establishments and their managements were polled on the subject of reform by 
various institutes, and we completed questionnaires comprising hundreds of 
questions. Thus, there is a surfeit of talk about reform and relatively 
little faith that the voices of industry can be of any avail. 


J. Mujzel: Legislation pertaining to reform has its phases. Two fundamental 
statutes—self-—government and enterprise--were born in the past vear with 

the aid of very extensive consultation in an atmosphere of periodic dramatic 
discussion, and represented the fruit of compromise. A paradox--it did not 
meanwhile satisfy either side, and today both statutes are the bulwark in 
defense of economic reform. After all, they have nothing equal to them in 
prior reforms. Usually, speaking of reforms in the past. two dates are 
mentioned: 1956 and 1970. Presently I would be inclined to add a third: 

the 1940 years; the 1946-1948 period, the time of the original Polish research. 
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When thoughts are turned back to the systems-type changes in the country, the 
1940's period cannot be forgotten. This was the first round to the Polish 
effort to erect a system of socialist economics which satisfies our aspira- 
tions and our conditions, which is appealing. This “economic miracle," 

this magnificent economic reconstruction which took place in 1946 and 1947, 
was the result of a prudent economic policy, of a psychosocial attitude; 

and to a significant degree, of intelligent, pragmatic activity in the sphere 
of svystems-type solutions. Reference is made to the mixed pattern of the 
Polish economy at that time; the multi-sectors; the important role which the 
authentic cooperative movement plays; the national industry being managed 
with flexibility--this was really intelligent pragmatism—and it achieved 
great success. 


[Question] You specified three conditions for the success of the 1940's: 
psychosocial attitude, economic policy and pragmatism in systems-type 
changes. The current psychosocial attitude is similar, as it is; economic 
policy is non-existent and political pragmatism is a reminder of the recent 
past. The parallel is remote, however, if these factors are lacking--does 
reform generally have any chances? 


J. Mujzel: I feel that the concept of systems-type reforms, which originated 
in 1981 and is incorporated in the resolutions of the 9th Carty Congress, 
and in the resolutions of the Sejm, is a good concept, more significantly 
mature than all preceeding it. The fundamental document prepared last year, 
DIRECTION OF ECONOMIC REFORM includes three basic characteristics represent- 
ing the evolution of historic experience. The first and foremost, in which 
are most strongly expressed the hints of future defeat, is the broad evolu- 
tion of the sociopolitical strata of reforms. The 1981 reform is an untech- 
nocratic reform, socialized, and probably could have been no d'fferc:at in the 
climate in which it was spawned. The conceptual pillars of this reform were: 
socialization of the central planning process (and so, the socialization of 
the decision process on a central level), as well as support of social rela- 
tions in enterprise in independent grade unions and labor self-rule. A 
reconstruction of the structures of the national economic administration, 

and the expansion of the economic role of the Sejm and social organizations 
were to assure collaboration of social forces in the undertaking of decisions 
and control of the national administration. 


The second element of maturity is the very significant uncompromising relation 
to the orders-distribution. Obviously even here there were concessions; 

they can be easily enumerated, but there were decidedly less of them than in 
prior reforms. Therefore, both statutes--concerning self-government and 
enterprises--actually became the constitution of enterprise, something 
completely novel. These are fundamental statutes. If the law contained in 
these statutes were honestly observed, then enterprise would really be pro- 
tected. For the first time relations on the main front--between the adminis- 
tration and enterprise--were to be regulated by a law which had not been 
proclaimed solely by the administration. 


And finally the third matter, just a short reference--another approach to 
economic law. This is likewise a lesson from the past, this emphasis on the 
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side of law on this, that the reform be enacted on the strength of Sej=a 
statutes and not on standards of little importance. 


[Question] And how does the situation appear in today's industry? 


H. Michalski: I completely agree with Prof. Mujzel, that tne pillars «* 
reform are statutes on self-government and enterprise. Enterprise, following 
the passage of these acts, believed that reform will eventually become a fact. 
Above all, it believed that it had achieved true independence, a fundamental 
instrument for effective functioning. The present day situation is such that 
each day it receives decisions, instructions and orders from the outside 
which are inconsistent with these statutes; as well as such which, in 
keeping with the law, we are not obligated to respect at all. There is a 
renewal of imposing upon industry special production decisions. As a matter 
of principle, we could take some of these decisions to court--together with 
the ministerial decisions. 


J. Mujzel: Toward the end of last year, certain reasons appeared which pro- 
vided activity for the creation of temporary solutions resulting from 
temporary conditions. These temporary solutions overlapped the concept of 
reform; they gave it a different form in 1982, and in it is inherent, in ay 
opinion, the chief danger to the future of the 1981 reform. 


There were three reasons for the temporary reforms. First, imbalance, very 
profound confusion in the proportion of the national economy, and difficul- 
ties in the initiation of reforw because of worse economic conditicnus. Be- 
cause of this reason, the creators of the 1981 reform were mindful and pro- 
vided certain solutions for the transition period. Secondly, enterprises for 
ten years functioned in an ordere-distribution system with misshapen 
economics; and their displacement in 1982 by new pricing conditions, new 
foreign exchange rates, new financial and credit conditions had to bring 
about a significant distinction in the economic-financial situations of 
trade and enterprise. This distinction is not the consequence of smaller or 
larger efficiency in their work, but the result of decisions undertaken out- 
side of enterprise. And so the problem of settling the starting conditions. 


[Question}) In other words many have been lost, even though the gaze had not 
yet begun... 


J. Mujzel: This is one of the most important problems in initiating reform; 
arganging conditions in such manner that all personnel could more or less 
have equal possibilities to start working. 


[Question] Only with the passage of time would efficiency distinguish the 
position of enterprise. 


J. Mujzel: And there is a third reason—martial law. When reform was in 
the formation period, such possibilities were taken into consideration; it 
was assumed that the national understanding would remain firm and that con- 
flicts would be exclusively political methods. Under these assumptions the 
concept of reform was constructed. 
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[Question] What essentially are the innate threats to reform? Nevertheless, 
in its basic form it is incorporated into life. 


J. Mujgel: This I would not say. At least for the moment, a reform has 
been initiated other than that which was so laboriously created a year ago. 
The threats to that reform are included in those temporary solutions, in 
their range sad forms. Their first is the drift in the direction of techno- 
cratic reform, omission cf the social strata which was acuually suspended. 
That which I allowed myself to acknowledge as the chief characteristic of 

the maturity of our reform—does not at the moment exist. The package of 
nine statutes passed in February of the current year was prepared and 
accepted quickly and actually without incident, because it was not in the 
final phase of procedure, actually of conditions for broader consultation 
and discussion. The second menance is the attempt to rebuild the inter- 
mediate departments of industrial management. In industrial enterprises, 
during the past year, there was practically a dominant unanimity to finally 
end the unions, once and for all and completely. In the organizational frame- 
work, they were one of the symbols of the traditional system. Now attempts 
are being intensified to reconstruct them in an altered form, under different 
insignia. 


The third menance is composed of goods-foreign currency distribution, based 
cm the concept of operational programs (there were to be 6 of them, there 
are 14), as well as on foreign currency allocations and assignments. I shaii 
add, that a portion of these deviations from the incoming system, and 
especially their scope is excessive, and objectively unfounded from the 
point of view of economic realities. Beyond the controversiality of the 
range of these temporary solutions, they are incomplete and their construc- 
tion is repeatedly defective--this refers to, for exampie, ti. dist: ibution 
and settlement of starting conditions. I believe that in many instances 

we were dealing with a disregard for the knowledge accumulated in this field. 
These defects lead to, among other results, an unnecessary development of 
recognition, progress and paternalism in the relations of enterprise with 
the organs of authority. 


H. Michalski: Temporary regulations, in defiance of the statute, not only 
limit the independence of enterprise, but even create the possibility of 
surprising it with complete)y novel, top-level, external decisions. Such a4 
surprise for us will be the introduction of a stabilizing loan, burdening 
our earned profit by 30 percent after the prior payment of income taxes. 


J. Mujzel: Of real significance are the starting conditions. For example, 
there was no evaluation of the fixed assets of enterprise. .. 


J. Goscinski: But that item is being prepared. . . 


J. Mujzel: This has been postponed since 1980, and the consequences of that, 
under inflationary conditions are covious: the fixed assets of enterprises, 
especially of those that are older, are highly understated, and by the same 
token amortization is likewise understated. . . 





H. Michalski: It is hopelessly low... 


J. Mujzel: .. .the difference in profitability among enterprises can appear 
to be artificial by understating assets; the profit is sometimes artificially 
magnified. .. 


H. Michalski: Yes, of course! 


J. Mujzel:. . .amortization does not guarantee the reproduction of fixed 
assets for enterprise. . . 


H. Michalski: Under no circumstances. .. 


J. Mujzei: That happens because profits could include part of the amortiza- 
tion. This gives rise to a distorted picture of the profitability of enter- 
prise; thorough enterprise accounting practices reflect distortions in its 
economics and end results. 


J. Goscinski: But most threatening is the fact that because of understating 
assets, we truly tend to prolong and intensify the crisis. Since under- 
stating assets, we truly tend to prolong and intensify the crisis. Since 
undercapitalization of fixed assets in our economy has an accelerated tempo 
in this position--why there are no resources for investment, and likewise 
that which is worn out cannot be recreated, there is not even simple repro- 
duction. There is danger that in a few years our national assets will 
crumble. 


H. Michalski: If the 30 percent loan is introduced, the status of my 
business will be the following: inasmuch as I cannot stand before my 
personnel with bare hands; for example, without a 14th pension which had been 
promised at the very beginning of the reform, I shall have to, therefore, 
resign almost completely from the development fund. That is to say under- 
capitalization will grow yet more intense. 


J. Mjuzel: After all, there is another side to this coin. If somewhere by 
chance, there was a proportionate adjustment in the cost of equipment and 
that of exports, or official, regulated or contractual costs resulting in a 
50 percent or 80 percent profit, then our profits flow from the “wind,” as 
the English say--these are windfall profits. The minister of finance is 
aware that the national budget is not confined to a sum approaching, for 
example, 370 billion zlotys while there are tens of billions in enterprise 
profits which the people in the department of finance often regard, and not 
without reason, as unsubstantiated. 


H. Michalski: Those are the observations of the people in the Ministry of 
Finance; but in practice, for example, in my case--with high profitability 
approaching 110 percent--I will still be short of money if that 30 percent 
loan actually takes place... 


J. Mujzel: My concern is that in conjunction with such earth-shaking cost- 
financing, a complete, logical and objective method was necessary to cleanse 
the results of enterprise from unusiial profits and losses at the starting 
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point of reform, in order to avoid corrections now by individual decisions 
of the ministers. Or, in order to achieve this with a progressive tax on 
profits up to 90 percent, as a result of high profitability, is really non- 
sensical and does not exist anywhere in the world. 


J. Goscinski: That is a type of anti-incentive that is truly difficult to 
improve upon. 


J. Mujzel: After all, as much as three progressions have been assumed: 
taxation of profits, progressive strain on the growth of the average salary, 
and progressive personal income tax which are in preparation. Certainly 
three severe progressions imposed on labor and income. Will this serve to 
increase production and effectiveness? 


J. Goscinski: From the standpoint of logic, balanced taxation should be 
progressive, as it is everywhere. This should be the distinction in income 
tax which should not really be progressive. This is too much of a good thing. 
The imposition cf taxes upon oneself certainly inhibits all stimulacion on 
both sides--labor and consumer, as well as employer and producer. All these 
factors can only inhibit initiative. 


[Question] Is reform, therefore, generally a fact? Because: anti-incen- 
tives in the sphere of production and export development; undercapitaliza- 
tion of fixed assets is a threat for several years. 


H. Michalski: If I had not recently been surprised by the 30 percent loan, 
then I would, however, assess the present regulations positively in the 
aggregate, even though it is yet necessary to change very many of them, in 
order to untie our hands. 


J. Mujzel: I think that, in spite of all, that an indubitable, positive 
change means a significant expansion of independence for enterprise. 


H. Michalski: This is yet greatly subject to question. 


J. Goscinski: I find that there is a great deal of deception in this. Be- 
cause enterprise received independence, only the conditions were not created 
for enterprise to benefit from it; on the contrary--those conditions were 
created which actually deprive it of that independence. 


Hi. Michalski: Our independence can be and is actually restricted every day, 
for instance by the decision of a bank official: he denies me credit and 
finis. Even in spite of such great profitability! I am not referring to 
investment credit, but to fundamental credit. 


J. Mujzel: I do not understand that... 
H. Michalski: And I did not understand that. But on 31 March it was stated 


that previous credit agreements do not cease; however, from 1 April, credit 
--will be limited to that extended on 31 March, 1982. Earlier in the whole 
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country, there were occurences of the rapid repayment of all financial 
obligations by one enterprise to another. On 31 March I had a surplus of 
money and consequently my credit will be one-half of what it should be. Now 
I always have financial worries, even though the enterprise produces with 
great profitability! The bank demands plans from me which I do not at all 
need; it demands information from me which is completely unnecessary t~ ne. 
With the existing mono-banks, I am compelled to yield to the will of the- 
bank. This is how that independence which we constantly hear about appears 
in practice. 


J. Goscinski: I read a message from the president of a provincial bank 
branch to a director of enterprise, whom he threatens with failure in the 
third quarter because prices . re not raised. That president literally 
writes as follows: "in conjunction with the urgency to negotiate a partner- 
ship agreement we insist...under penalty..." 


H. Michalski: There is no partnership with banks. For example, the bank 
asks me why I do not assign definite-—-but high--sums to increase self- 
financing. I beg your pardon--how much I assign to self-financing is my 
affair and only mine. As per regulations the decision belongs to me, and no 
bank representative has a right; he should not and will not compel me to 
relinquish my rights. However, he attempts to do this. Is this partnership? 
This is lawlessness! For this reason, we in the trade are considering the 
formation in our association--an association bank--which we formed volun- 
tarily. 


[Question] Speaking most briefly, the picture is, therefore, as follows: 
the menace to economic reforms appears extremely serious--the factors of 
socialized reform have been immobilized; profitability is miscalculated 
(which in the perspective of a few years causes undercapitalization of fixed 
assets); intermediate levels are being reproduced and interfere in the 
matters of enterprise contrary to statute; compulsory loans create serious 
threats to the financial system of enterprise; an absence of regulations in 
the sphere of economic jurisdiction; an absence of bank partnerships; last 
of all comes the strengthening of the economic hub, which from day to day 

is more certain of itself. 


J. Mujzel: It is already quite clear that even in the incoming pattern of 
reform, its banking portion belongs to the most conservative. The banking 
apparatus struggled to maintain the status quo and in fact did so, strengthen- 
ing only its own position in relation to the national administration. Where- 
as in its relations with interprise, the bank maintained a monopolistic 
position and the position of a superior organ of financial control. I wish 

to add that if those 9 statutes of February 1982 matured under the type of 
conditions which existed before the introduction of martial law, it is 
possible such a banking solution would not have passed. 


H. Michalski: Indeed, during the preparation of these statutes only one 
hundred consultants to enterprise knew what was in the wind. We, for example, 
knew that a strain on the union activities fund would follow; hence, I 
endeavor to give the people as much money as possible towards the end of the 
year. 
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J. Goscinski: The regulations directly stimulated a boost upward in the 
average wage. 


J. Mujzel: You did the best from an employment standpoint, but the worst 
from the standpoint of nationgl economy as a whole. 


H. Michalski: An evaluation of the basis for income taxes is likewise not 
at all unequivocal. Accounting is not the way to grasp this item, consider- 
ing that a tax is paid on the sales value and not on the production value. 
So how is the difference in inventories to be calculated? No one is able to 
answer this. 


J. Mujzel: We spoke of understating fixed assets because of the inflationary 
changes in their value. Well, if the assets are understated, then the cost 
of the processed product is understated and hence, they overstate the rate 

of profitability and push enterprise--artificially--into high progressive 

tax brackets. And so, this failure to estimate fixed assets, a matter which 
is referred to as mathematical, technical and detailed, has far reaching 
repercussions in the economic status of enterprise and its accounts. 


H. Michalski: Yes, this confirms the practice of enterprise in full. 


J. Goscinski: This is especially painful where the fixed assets are huge. 
Because of this, it is said that such fields as metallurgy or mining are 
unprofitable... But this is not in the least a matter of effectiveness, pro- 
duction output, but of the artific:\al boost in the tax vase of these 
industries. 


[Question] If it were not for the stabilization loan, would you be satisfied 
with this reform, in the form in which it is introduced? 


H. Michalski: Yes, I would be satisfied. I would then have funds to pay 
personnel; I would have guaranteed outlays for purposes of development, for 
investment credit payments, for an essential change of machinery park; I 
would not be required to beg for credit at the bank--because that is what 

it must be called--I think that I would yet have a small reserve for a devel- 
opment fund for next year. 


[Question] Does the reform in its present form compel you toward anything? 


H. Michalski: To fix control over expenses in the sphere of wages and 
control over the cost of finished goods. 


[Question] Is that a lot? 

J. Mujzel: It is a lot. But not enough and in addition this amount is 
threatened. Why did previous reforms fail? Because they did not have social 
security which could guard against a return to prereform methods. 


J. Goscinski: As for the present, the only subject of economic iife which 
strengthened its position, is the decision center. Never yet, in any of the 
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previous reforms, has the center come into its own so well in such a short 
time. It has no threats; enterprise is responsible unto itself; the center 
handles supplies; enterprise is responsible for wages--El Dorado for the 
center; to live; not die... 


[Question] Decentralization of responsibility, centralization of profit... 
danger, hence, from everywhere—and what standing forces are for reforu, for 
its consistent introduction? 


J. Mujzel: There are such forces and such circumstances, and the battle has 
not been lost. Institutionally the Plenipotentiary Office on Matters of 
Reform is in support of reform. A very essential element is the support of 
the General and the leading representatives of the party and the government. 
General Juruzelski constantly and strongly declares this support which 
expands the real field of maneuvers for the people connected with the intro- 
duction of reform. However, I wish to add: if reform is to succeed, it will 
be necessary to rebuild its social wing as soon as possible, because within 
it lies--in my opinion--the main guarantee for its success. The immobiliza- 
tion of the social strata of reform not only restricts it; it places it in a 
state of danger. There are not too many who would desire to and could defend 
this reform. 


J. Goscinski: I agree with this--and it must be added that treating the 
matter institutionally, it would be exceedingly advantageous in elevating the 
rank of the office of the minister of Reform to the extent that he would not 
be compelled to ask his fellow ministers about its initiation. At one time 
the concept of creating a Commissariat on Reform, directly subject to the 
Premier was introduced. Later it was abandoned and I am of the impression 
that it did not materialize. 


J. Mujzel: Iwas and am an ardent advocate of such a solution. The September 
statutes of last year regarding national ecaterprise and self-government today 
also constitute a good defense of reform. They are already a legend, and in 
spite of appearanci:ss, it is not easy to raise a hand against them. Recent 
ideas to amend the statute on self-government, fortunately were dropped. 


H. Michalski: If self-government was practiced by «nterprise, the bank could 
not call into question that I designate so much money for this and so much 
for that... 


J. Mujzel: You raise a problem of fundamental significance; the position of 
the director at the institute, in view of the administrative a thorities, in 
view of the bank, is a function of the voices of self-government in enter- 

prise; independence and the forces of enterprise are thus directly dependent. 


H. Michalski: A resumption of the activities of self-government is necessary 
on the basis of last year's statute; self-governments without limited powers 
in relation to the statute. It seems that at the same time, if self-govern- 
ment is not to be a fiction or dummy, decisions are necessary in the matter 
of trade unions. 
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[Question] We are arriving at conclusions. Speaking most briefly, the 
picture is, therefore, as follows: the menace to economic reforms appears 
extremely serious--the factors of socialized reform have been immobilized; 
profitability is miscalculated (which in the perspective of a few years 
causes undercapitalization of fixed assets); intermediate .evels are being 
reproduced and interfere in the matters of enterprise contrary to statute; 
compulsory loans create serious threats to the financial system of enterprise; 
an absence of regulations in the sphere of economic jurisdiction; an absence 
of bank partnerghips; last of all comes the strengthening of the economic 
hub, which from day to day is more certain of itself. 


J. Mujzel: Yes, only one clarification in the matter of the center. Here 
the issue is not one of any attack on the strategic, central idea in 
managing the economy, because it will undergo strengthening as a consequence 
of true reform. However, there was never greater anarchy then during the 
times of the “strong” decision center. At issue here are the attempts by 
the authorities to interfere with the powers of enterprise and the opera- 
tional order which leads not to central management, but to bureaucratic 
anarchy. 


[Question] What is to be done in this situation? 


J. Mujzel: Fast action is needed in providing economic solutions. I 
recently suggested, for example, the immediate appointment of two groups 
which would competently work on the problem of distribution, as well as the 
system of foreign trade for the coming year. These are difficult problems; 
the solutions will not emerge from a sleeve. In my opinion, this work will 
require the assistance of competent people of good will, and I stress--to a 
large degree independent, and not exclusively the representatives of minis- 
tries or other interested institutions. There is also the matter of the 
systems-type solution to the question of evaluating fixed assets, the pre- 
paration of a proper gauge of profitability and proper motivation systems--to 
date neglected. 


Thank you for your participation in the conference. 


9551 
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AUGUST ECONOMIC SITUATION EVALUATED 
August Lights, Shadows 

Warsaw ZYCIE GOSPODARCZE in Polish No 36, 26 Sep 82 p 7 
[Text] The one percent growth in industrial production in August indicates that 
the level of this production has stopped dropping, although it is still 20 percent 
below that of August 1979. However, this is the first time in over two years that 
industrial production in any month has exceeded the level of the same month in the 
preceding year. This phenomenon is illustrated in the graph below. 

Growth Rate of Sold Production in Socialized Industry in 1982 Prices 


Pillion zlotys 
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Also in the remaining sectors of the materials sphere, aside fror agriculture, a 


comparison of data from August of this year with August of last 
ear 
slowing down in the downward trend. ’ Pa Te: 6 
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In the construction-assembly enterprises the drop in basic production in August of 
this year in comparison with August of last year amounted to 9.9 percent, while over 
an eight-month period it amounted to 15.7 percent. 


It is estimated that during the January-July period total outlays were 27.7 percent 
less than in a comparable period last year. This included a 21 percent drop in 
construction-assembly works. 


In August of this year, 8,300 apartments were completed in socialized housing con- 
struction, which although a 12.9 percent increase over August of last year, is still 
far too low an amount. During eight months a total of 63,600 apartments were released 
for occupancy, i.e., 24,000 less than during the same period last year. 


During the January to August period of this year, more apartments were completed and 
allocated for occupancy, calculated by usable floor space, than in the same period 
last year in the following voivodships: Ciechanow, 35.4 percent more; Lomza, 69.9 
percent; Piotrkow Trybunalski, 7.5 percent; Przemysl, 57.4 percent; Radom, 14.7 per- 
cent; Siedlice, 2.3 percent; Sieradz, 35.9 percent; and Wloclawek, 34.1 percent. In 
the remaining voivodships fewer apartments were completed, and in four of them the 
percentage less was 45 percent and above. These were the Bielsko-Bialo Voivodship, 
47.1 percent, Gdansk, 47.5 percent; Slupsk, 48.8 percent, and Suwalki, 45.2 percent. 


In the January-August period construction of 816 new housing buildings was begun 
(33,100 apartments with a usable floor space of 1.8 million square meters) of which 
151 buildings were begun in August. 


In socialized transportation freight haulage declined 17.4 percent over the same 
eight-month period last year. This included an 8.1 percent drop in August, and of 
this, haulage by the State Railroads was 2.6 percent lower during the eight-month 
period and 2.5 percent lower in August. In public and industrial-branch automotive 
transportation haulage during the eight-month period was 26.5 percent lower, and 
16.3 percent lower in August. 


Employment in the four basic sectors of the socialized economy (industry, construc- 
tion, transportation and communication, and trade) in August of this year totaled 
7.69 million people, which was 0.42 million people, i.e., 5.2 percent, less than in 
August of last year. In socialized industry, employment was lower by 0.26 million 
people, i.e., 5.5 percent. 


At the same time, workplaces continue to report a very large demand for new workers, 
which indicates that there are fundamental defects in the economic mechanisms. In 
June of this year a further large growth in the numbers of new workers required by 
workplaces was noted. There were job vacancies for 0.27 million people at the end 
of June. However, the number of people seeking jobs through employment offices at 
the end of June totaled 18,000. 


This year's grain harvests were very welcome for August figures. It is estimated 
that they amounted to 21.2 million tons, as against 19.7 million tons obtained last 
year. However, due to unfavorable growing conditions (drought, mass pest infesta- 
tion) this year's yields and harvests of potatoes will be lower than last year's, 
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and will be, respectively: yields, 148-155 quintels per hectare (in 1981, 189 quin- 
tels per 1 hectare), and harvests, approximately 32.1-33.8 million tons (in 1981, 

43 million tons). Preliminary forecasts indicate that this year's sugar-beet harvests 
will also be lower than last year's and will amount to 13.3-14.1 million tons (in 
1981, 15.9 million tons), and yields will be 274-285 quintels per 1 hectare, as 
compared with 338 quintels per 1 hectare in 1981. This will be compensated, however, 
by the higher sugar content of this year's beet harvests. 


Procurement of four grains (together with grain mixtures without sowing seed) from 
1982 harvests, from the beginning of the harvesting to the end of August, amounted 
to slightly over two million tons. This was 83.2 percent more than the procurement 
during the same period last year. But this is still insufficient in view of the 
reduced imports of grain and fodder. 


Last week I wrote about the trends in procurement and animal-raising, including the 
rather dim prospects of hog raising as revealed in August statistical data, and can 
omit these problems now. 


Data on the growth rate of prices and living costs are presented with a one-month 
delay. Current information shows that living costs of families of workers employed 
in the socialized economy were 110.5 percent higher in July of this year than in 
July of last year. In the first seven months of this year living costs, it is esti- 
mated, rose 102.1 percent in comparison with the same period last year. It is also 
estimated that this increase in cost of living was affected by the 149.7 percent 
increase in food costs, 107.5 percent increase in prices of alcoholic beverages, 
81.5 percent increase in prices of nonfood items, and 64 percent increase in the 
price of services. 


In comparison with June of this year, the cost of living indicator in July of this 
year for workers employed in the socialized economy was 3.5 percent higher, includ- 
ing a 4.5 percent increase in the price indicator for vegetables, potatoes and fruit. 
The increase in living costs was influenced mainly by the price increases on coffee, 
tea and wine, and also by the introduction of pure and flavored vodka sales outside 
of state control at prices on an average of 40 percent higher. 


The highest increases, in comparison with June of this year, were in prices of tea 
and coffee--approximately 104 percent. Eggs, too, were higher than in June: about 
40 percent higher in socialized trade, and about 25 cent higher on the free market; 
and also potatoes, about 56 percent higher in socialized trade, and about 41 percent 
higher on the free market. Vegetables cost about 10 percent less, and fruit about 
25 percent less. 


The populace's monetary income in August of this year amounted to 284.6 billion 
zlotys and grew by 118.7 billion zlotys, i.e., 71.6 percent, in comparison with 
August of last year. Smoluments for work (including workers’ compensations) in- 
creased by 39.2 billion zlotys, i.e., about 43 percent, and social services (exclu’'- 
ing, compensations) rose 10 billion zlotys, i.e., 48.7 percent, and with compensatious 
paid within the framework of social services, by an additional 32.3 billion zlotys. 
The populace's income from sales of farm products to units of the socialized economy 
increased by 29.9 billion zlotys, i.e., 91.4 percent. 
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The average wage (together with workers’ compensations) in the four basic sectors 

in the socialized economy in August of this year amounted to 11,087 zlotys and was 
3,678 zlotys higher, i.e., 49.6 percent, than in August last year. In industry it 
amounted to 11,181 zlotys (a 55.7 percent increase), including 21,073 zlotys (a 72 
percent increase) in the mining industry; 22,473 zlotys (a 73.9 percent increase) in 
the coal industry); 10,576 zlotys (a 47.8 percent increase) in the processing indus- 
try; 10,829 zlotys (a 36.9 percent increase) in construction; 10,362 zlotys (a 37.9 
percent increase) in transportation and communication, of which the average wage in 
transportation was 10,683 zlotys (a 37.7 percent increase) and 8,598 zlotys (a 41.1 
percent increase) in communication; and 9,065 zlotys (a 49.9 percent increase) in 
trade. 


The average wage over eight months in the four basic sectors amounted to 10,525 zlo- 
tys, a 46.3 percent increase over the same period last year. 


Data also became available on the average wages in the entire socialized economy for 
the first six months. These wages, together with workers’ compensations, amounted to 
9,881 zlotys in the first six months, and increased 44.7 percent over the first six 
months of last year. In the particular sectors of the socialized economy they were 
as follows: in the municipal economy, 9,621 zlotys (41 percent increase); housing 
economy and nonmaterial municipal services, 8,304 zlotys (36.8 percent increase) ; 
science and engineering development, 9,186 zlotys (32 percent increase); education 
and upbringing, &,793 zlotys (53.6 percent increase); arts and culture, 7,943 zlotys 
(37.3 percent increase); health and social welfare, 9,011 zlotys (60.9 percent in- 
crease); physical culture and rest, 7,938 zlotys (40.8 percent increase; state auwuin- 
istration and administration of justice, 9,190 zlotys (38.2 percent increase), |. 
which state administration wages averaged 8,738 zlotys (40.6 percent increase) and 
administration of justice, 10,332 zlotys (32.7 percent increase); and finances and 
insurance, 8,271 zlotys (45.2 percent increase). 


The populace’s monetary expenditures in August of this year amounted to 258.6 billion 
zlotys, an increase of 111.4 billion zlotys, i.e., 75.7 percent, ove: August of last 
year. In this, expenditures for purchase of goods totaled 215.8 billion zlotys, 
which means an 84.7 percent increase in these expenditures. The growth in expendi- 
tures for purchase of goods was more rapid, therefore, than the total monetary ex- 
penditures, and the share of expenditures for purchase of goods in the populace's 
total money expenditures increased from 79.3 percent in August of last year to 8%.4 
percent in August of this year. 


The value of retail sales of goods by units of the socialized economy in August of 
this year totaled 230.5 billion zlotys, of which 118.8 billion zlotys was in sales 

of food items (together with alcoholic beverages) and 111.7 billion zlotys was in 
sales of nonfood items. In comparison with August of last year, the value of retail 
sales increased, calculated in current p~ices, over 87 percent. Preliminary esti- 
mates indicate that the value of food sales increased two-and-a-half-fold, nonfood 
items approximately 45 percent, and sales of alcoholic beverages over two-and-a~-half- 
fold. <A similar growth rate was observed in July of this year as compared with July 
of last year. 


After approximatively elimirating the influence of price increases, retail sales in 
August of this year, as compared with August last year, dropped about 17 percent. 
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Food sales dropped approximately 11 percent and nonfood sales approximately 28 per- 
cent, but sales of alcoholic beverages increased about 28 percent. 


During the January-August period this year, the value of retail sales of goods was 

71 percent higher than during the same period last year, calculating in current 
prices. It is estimated that the value of food sales had more than doubled, alcohol- 
ic beverages sales had increased over 80 percent, and nonfood items had increased 

48 percent. 


After approximatively eliminating the influence of price increases, retail sales of 
goods during an eight-month period were 19 percent below those of the same period 
last year. Preliminary estimates indicate that the decline in food sales was 18 
percent, alcoholic beverages about 15 percent, and sales of nonfood items, 23 percent. 


The value of stocks of goods in retail and wholesale market trade on 31 August of 
this year amounted to 282.6 billion zlotys, calculating in current retail prices. 
Of tais amount, stocks of food items (together with alcoholic beverages) accounted 
for 65.7 billion zlotys, and nonfood stocks, 216.9 billion zlotys. 


The populace's monetary reserves in August grew by 26 billion zlotys, of which 9.8 
billion zlotys was in cash. Over eight months the growth in the populace's monetary 
reserves amounted to 242.9 billion zlotys, of which 128.1 was in cash reserves. As 
a result, the total sum of the populace's money reserves at the end of August 
amounted to 1,293 billion zlotys, including cash reserves of 494.5 billion zlotys. 


Financial Situation of Enterprises 
Warsaw ZYCIE GOSPODARCZE in Polish No 36, 26 Sep 82 p 7 


[Text] GUS (Main Statistical Office) data on the financial situation of enterprises 
for the month of August tells us that the socialized enterprises in the January- 
July period this year (due to the data-collection procedure a month's delay in report- 
ing occurs) realized favorable financial results, amounting to 813.4 billion zlotys, 
although some of the enterprises suffered losses amounting to 99.6 billion zlotys 
(this pertains mainly to railroad transportation). Many enterprises are still being 
subsidized, which is due principally to the fact that official and regulated prices 
were fixed at a level below the costs of manufacture. Expenditures from the state 
budget as supplements to the operations of enterprises totaled 460.3 billion zlotys 
during the seven-month period this year, and of this, subsidies accounted for 354.8 
billion zlotys. 


Food industry enterprises were the most highly subsidized, 122.7 billion zlotys, 

of which the egg-poultry enterprises received 46.7 billion zlotys, and the meat 

and dairy enterprises 45 billion zlotys each [?]. The hard-coal mines were subsi- 
dized in the amount of 36.8 billion zlotys, and chemical industry enterprises, 

12.1 billion zlotys, including 6 billion zlotys for artificial fertilizer producti. r 
and 3.1 billion zlotys for chemical fibers. Automotive transport received 37.5 bil- 
lion zlotys and railroad transport, 35.7 billion zlotys. 


The sums that the enterprises owed the state budget (budget income) from the division 
of accumulation were 8.5 percent less than the supplements, and amounted to 421.1 
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billion zlotys. The turnover tax, which amounted to 317.1 billion zlotys, consti- 
tutes the largest part of the liabilities. The largest burden of turnover tax fell 
upon the spirits and yeast enterprises, 116.7 billion zlotys, and also on the wool, 
knit-hosiery, and cotton enterprises. Also, the profits of the socialized enter- 
prises were debited with an income tax amounting to 414.9 billion zlotys. 


Total sums owed to the state budget from income and turnover taxes exceeded budget 
supplements to socialized enterprises by 81.6 percent. 


In comparing three basic sectors of the national economy (industry, construction, and 
transportation and communication) it appears that the situation in industry is rela- 
tively the best. In industry, prime costs of sales constituted (in an eight-month 
period) 85.2 percent of the value of sales in selling prices, profit equaled 15.7 
percent of prime costs of sales, and financial accumulation, 17 percent of this 
cost. In industry, accumulation from sales amounted to 14.8 zlotys per 1,000 zlotys 
of sales value. In construction, the same indicators amounted to 86.5 percent (share 
of prime cost of sales in value of sales in selling prices); 15.0 (ratio of profit 

to prime cost); 15.1 percent (ratio of accumulation to cost); 135 zlotys (accumula- 
tion per 1,000 zlotys of sales). In transportation and communication these indica- 
tors were as follows: 108.3 percent; 17.9 percent; minus 7.2 percent; minus 86 zlo- 
tys. 


Unfortunately, good financial results do not always attest to economical management 
in enterprises. They are particularly questionable when they are accompanied bv 

a drop in production and an increase in prime costs of production. The financiai 
situation in these cases is most often improved by price increases, which “re '5 .- 
itated by the monopolistic position of the enterprises or by irregularities in the 
mechanisms for establishing prices. The flow of money to enterprises through budget 
subsidies can often be similarly assessed (if this money makes the enterprises fin- 
ancial comfortable despite frequently high and unjustified custs). Te question 
arises as to whether and how the financial-economic statistical reporting of enter- 
prises can be developed to more fully explain this type of probleu. 


9295 
CSO: 2600/11 


4b 





SPECIAL CURRENCY EXCHANGE RATE TABLE PUBLISHED 
Warsaw TRYBUNA LUDU in Polish 4 Oct 82 p 7 


{Text] Announcement of Exchange Rates Table No 40/82, effective 4 October 1982, 
by Stanislow Majewski, president, Polish Netional Bank, on 4 October 1982. 


In purchases of travelers’ checks for rubles, issued by the USSR Foreign 
Trade Bank and payable outside the USSR in the currency of the country where 
cashed, an exchange rate of 11,799.00 zlotys per 100 rubles is applied. 


ll. Foreign-Currency Exchange Rates in Zlotys for Countries of the Second 
Payments Area [Capitalist Countries] 


Exchange Rate Table No 40/82 


Foreign Currency Exchange Rate in Zlotys for Countries of the First Payments 
Area 


Exchange Rate for Commercial Payments 














Cur Foreign Exchange _ 

Count ry Symb Currency _ Purchase Sale Average 
CEMA countries 101 1 transfer ruble 67.66 68.34 68.00 
Albania 315 1 clearing ruble 67.66 68.34 68.00 
People’s Republic 

of Korea 319 1 clearing ruble 67.66 68.34 68.00 
Laos 322 1 clearing ruble 67.66 68.34 68.00 
Vietnam 320 1 clearing ruble 67.66 68.34 68.00 
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Curr ei Exchange and Money 
Count ry Symb Currency Purchase Sale Average 
Albania 215 100 lek 513.42 518.58 516.00 
Bulgaria 202 100 leva 4,884.54 4,933.64 4,909.09 
Czechoslovakia 203 100 koruna 429.84 43%4.16 432.00 
People’s Republic 
of Korea 219 100 won 1,243.75 1,256.25 1,250.00 
Cuba 208 100 peso 3,227.02 3,259.46 3,243.24 
People's Republic 
of Mongolia 204 100 tugriks 856.93 865.55 861.24 
German Democratic 
Repub lic 205 100 marks 1,343.25 1,356.75 1,350.00 
‘Romania 206 100 lei 431.56 435.90 433.73 
Hungary 207 100 forints 291.42 294.34 292.88 
Vietnam 210 100 dong 375.08 378.84 376.96 
USSR 201 100 rubles 4,298.40 4,341.60 4,320.00 
Exchange Rates Table No 40/82 
Curr Foreign Exchange Money 
Country Symb Currency Purchase Sales Purchase Sales Averace 
Saudi Arabia 771 l rial*** 25.22 25.48 — -- 25.35 
Australia 781 l Austral. 
dollar $2.65 83.49 81.41 84.73 83.07 
Austria 786 100 shillings 487.73 492.63 480.38 499.98 490.18 
Belgium 791 100 francs 176.91 178.69 174.24 181.36 177.80 
Dermark 792 l kroner 9.80 9.90 9.65 10.05 9.85 
Finland 780 1 markka 17.92 18.10 17.65 18.37 18.0! 
France 793 l franc 12.14 12.26 11.96 12.44 12.20 
Greece 724 100 drachmas 120.84 122.06 104.74 123.88 121.45 
Spain 785 100 pesetas 76.05 76.81 74.90 77.96 76.43 
Hol land 794 1 florin 31.32 31.64 30.65 32.11 3) .48 
India 543 100 rupees*** 895.42 904.42 -- -- 899.92 
lreland 782 l pound*** 117.19 118.37 -- -- 117.78 
Japan 784 100 yen 32.32 32.64 31.83 33.13 32.48 
Yugoslavia 718 100 dinars 178.90 180.70 155.06 183.40 179.80 
Canada 788 1 Canad. dollar 70.29 70.99 69.23 72.05 70 .64 
Kuwait 770 1 dinar*** 297.70 300 . 79 -- -- 299.20 
Lebanon 752 1 pound 16.72 16.88 Lé. 46 17.14 16.30 
Libya 651 1 dinar*** 292.74 295.68 -- -- 294.21 
Luxembourg 790 100 francs 176.91 178.69 174.24 181.36 177.80 
Norway 796 l kroner 12.45 12.57 2.26 12.76 12.53 
Portugal 779 100 escudos 98.44 99.42 $5.32 100.91 98.93 
FRG 795 1 mark 34.25 %4 .59 33.73 35.11 % 42 
United States 787 1 dollar* 86.76 87.64 85.46 88.94 87.20 
Switzerland 797 l franc 39.94 40.34 39.34 40.94 40.14 
Sweden 798 l kroner 13.81 13.95 13.60 14.16 13.88 
Turkey 627 100 pounds 53.07 53.61 46.00 54.41 53.34 
Great Sritain 789 l pound** 147.69 149.17 145.46 151.40 148.43 
ltaly 799 100 lira 6.10 6.16 5.29 6.25 6.13 





[footnotes for table] 


* Valid also in clearing accounts with the following countries: Bangladesh, 
Brazil, Ecuador, Greece, Iceland, Kampuchea, Colombia, Lebanon, Pakistan, 
Peru and Turkey. 

** Valid also in clearing accounts with the following countries: Nepal and 
Pakistan. 


*kk The Polish National Bank does not purchase money in these currencies. 


CSO: 2600/28 
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REVIEW OF INVESTMENT PRACTICES PUBLISHED 
Warsaw INWESTYCJE I BUDOWNICTWO in Polish No 2-3 Feb-Mar 82 pp 33-35 
[Article by Edmund Czarski: "From Investment Practice inthe Years 1976-1980") 


[Text] One of the basic tasks at present is the configuration of the investment 
front. Work discipline and organization, orderliness and regularity, and the 
level of economic management (for example, in the field of using and con- 
serving specialized buiiding equipment, means of transportation, machinery 

and equipment, consumption of and accounting for materials, and the quality 

of performancé is at a very low level in investment-project construction. 


The reasons for the emergence of typical liberalism in the investment front 
are varied. It seems that the origins can be found in a one-sided attitude 
toward processing indicators, which caused the object of interest in enter- 
prises to begin to be intermediary results rather than final ones. This weak- 
ened control and stability in the investment process, the consequence of which 
was excessive extension of investment cycles, failure to reach the envisaged 
technical-economic parameters, low work quality and labor productivity, exten- 
sive absenteeism and stoppages, and “rush work." A mechanism was developed 
for directing building enterprises toward intermediary and "processing" 

phases rather than toward a final result or finished facilities-—beginning 
excavations, increasing the number of unfinished buildings, and so on. 


The Katowice Voivodship, which previously had an enormous concentration of 
investment outlays, is currently afflicted by the paralysis of investment 
activity prevailing in the country. 


In 1970-1980 investment outlays in the socialized economy came to about 750 
billion zlotys (about 480 billion of them in industry) and took the following 
shape in individual years (in current prices): 


in 1970, 25.4 billion zlotys (13.9 percent of national outlays), 
in 1975, 82.0 billion zlotys (16.4 percent of national outlays), and 
in 1980, 116.0 billion zlotys (21.6 percent of national outlays). . 


The valid conviction that there is a close relationship between the size of 
investments and economic growth has been discredited in the Katowice Voivod- 
ship by the practice “f/f introducing improper investment trends. 
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The share of outlays for industry in the total of investment outlays was main- 
tained in the voivodship for 20 years at a steady high level (approximately 

69 percent). As a rule this happened at the cost of the extent and quality 

of housing construction, community and social infrastructure facilities and 
their use (water intake and supply, sewage discharge and treatment, heating, 
power and gas equipment, and telecommunication centers), at the cost of basic 
and specialized medical care (in-patient and out-patient), facilities cor 
mother and child care, social aid agencies, medical rehabilitation institu- 
tions, and at the cost of mass transport and communication, trade, agriculture, 
education and culture. 


The steady planned increase in tasks (quantitative and of a planned process- 
ing value) has deviated systematically from their execution, which reached 
only about 53.5 percent in 1980 (30.1 percent of the local plan). At the 
same time they tolerated "wild" investments and the construction of forest 
cottages and villas (often breaking building code regulations and due protec- 
tion of the agricultural area) at the cost of shortage and deficiencies in 
the housing policy. 


Another shortcoming in the practice of investment completion was the high de- 
gree of dispersion in the building industry. Some 189 building enterprises 
were located in the voivodship area, including 149 builing and mounting enter- 
prises (of the total number of 1,230 in the country), subject to 36 associations 
and 14 ministries (as of 31 December 1980) and employing approximately 215,000 
people, constituting almost 20 percent of those employed in this branch in 

the country. 


A different profile of the activity of the building and mounting enterprises 
determined that their scope included the entire country, and they performed 
work worth about 11 billion zlotys annually outside of the voivodship. At the 
same time the shortage in capacity was supplemented by the enterprises from 
outside the voivodship area with the production of about 13 billion zlotys 
worth of basic production. These enterprises worked mainly for the "Katowice" 
Metallurgical Plant. 


For a number of years the building and mounting enterprises of the building 
ministry had constructed approximately 60 percent (78 percent nationwide) of 
all of the socialized housing construction, and about 60 percent (90 percent 
nationwide) of the socialized housing construction for the non-agricultural 
populace. In addition these enterprises constructed approximately 51 percent 
(70 percent nationwide) of the public facility buildings and 36.6 percent 

(70 percent nationwide) of the engineering construction associated with land 
development. The general growth rate in investment outlays in the socialized 
economy in the last 5 years took the following shape. 





Table 1 1976 1977 1978 1979 1980 
Growth rate of investment Previous year = 100 
outlays (Constant prices of 111.9 96.8 98.5 96.5 103.7 


1 January 1977) 
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The table reveals a clear lack of rhythm which is characteristic, and not only 
of the investment process in the voivodship. Voluntariness, trust in the 
infallibility of decisions adopted, a change in priorities, a faulty struc- 
tural division of resources, a shift in resources and their constant short- 

age, excessive transport-intensiveness in the investment process, and primar- 
ily "delays" determined the rather random level of plan fulfillment. The latter 
never had decisive significance and counted mainly on the introduction of new 
investments into the plan and on their initiation (deviations from the plan 

went as high as 30 percent). The average implementation cycle of investment 

was thus constantly lengthened (Table 2). 


Table 2 

1976 1977 1978 1979 1980 
Average cicle of Directive-type 58.0 40.4 45.2 37.6 28.2 
implementation Actual 59.2 43.5 51.7 57.6 34.3 
in months Directive type =100 102.1 107.7 114.4 126.6 121.6 


To the background of the data in Table 2 should be added that more than 60 
percent of the investment tasks were "rummaged through" and implemented with 
a considerable extension of the originally compulsory building cycle. 


In the face of the delays in meeting parts of the tasks, the deadlines for 
putting them into service were shifted. For example, this referred to 32 
investments (that is, 12 percent of the settlement and final tasks) in the 
group of tasks finished in the central plan in 1978, to 60 investments (that 
is, 20.7 percent) in 1979 and to 83 investments (that is, 33.7 percent) in 
1980. But even these extended terms were not met by the contractors in a 

large number of the tasks. The unfortunate situation of 1978-1979 within 

the implementation cycle was continued into 1980 as well. It is estimated that 
approximately two-thirds of the investments were implemented late. 


Increased freezing and commitment of outlays were caused by the high level of 
investment in the voivodship, the introduction of new tasks to be implemented 
and the extension of the implementation cycles with a drop in the growth rate 
of investment outlays for investment construction. The level of commitment 
of investment outlays in the voivodship economy took the following form in 
successive years (Table 3). 





Table 3 

Item 1976 1977 #1978 1979 1980 
Total commitment in billions of 151.5 134.7 189.9 289.1 302.4 
zlotys including 

Particularly important investments 58.9 37.3 77.9 68.1 117.1 


Against the background of outlays implemented for investment construction in 
1980, amounting to 73.4 billion zlotys, the commitment coefficient in the voi- 
vodship as of the end of the year exceeded 4 years, with 6.2 years in the area 
of the metallurgical ministry investments, 3.6 years for mining, 3.4 years 

for local plan investments and 2.5 years for cooperative housing construction. 
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The state of freezing in the individual years took shape in the voivodship 
economy as follows (Table 4). 





Table 4 1976 1977 1978 1979 1980 
Item 

Total freezing in billions of 111.7 106.3 87.9 108.5 13.2 
zlotys including 

Particularly important investments 67.1 57.7 36.3 22.3 39.4 


The above shows that the low level of plan implementation, especially the 

plan of turning facilities over to use, was reflected at the end of 1980 in 
the high state of freezing of outlays in investment construction (113.2 billion 
zlotys), including the increase in stocks of unutilized machinery and equip- 
ment (10.3 billion zlotys) and the increase in committed outlays for following 
years in the amount of 302.4 billion zlotys. The share of the voivodship in 
the country amounted to: 


— n the area of frozen outlays, 14.4 percent, and 
--in the total commitment, 24.6 percent. 


A favorable trend appeared in 1976-1978 in the process of utilizing facilities 
obtained from investment activity, while a weakening in results in this sec- 
tor appeared in 1979-1980. 


In the period of 1976-1980 the amount of investment outlays implemented in 
the socialized economy of the voivodship amounted to a total of 521.8 billion 
zlotys, constituting 18.3 percent of national outlays. 


Moreover a weakening trend is observed in the fulfillment of the plan of turn- 
ing to use the tasks in socialized investment construction and is presented 
as follows in 1976-1980 (Table 5). 








Table 5 

Item 1976 1977 1978 1979 1980 
Central plan 84.8 88.4 89.6 80.6 62.4 
Local plan 62.9 70.4 62.0 75.5 36.2 


However, it is worth pointing out that in the central plan, despite the drop 
in the growth rate, outlays have considerably increased in the mining min- 
istry from 24.9 billion zlotys in 1976 to 46.2 billion zlotys in 1980. This 
is associated among other things with the initiation of the construction of 
new mines. 


The highest concentration of investments in the country has appeared in the 
Katowice Voivodship that are of particular importance for the national economy 
and come to 33 investments in 1976, that is, 40.2 percent of all outlays in 
the voivodship, and 23 investments in 1980, that is, 16.7 percent of all out- 
lays in the voivodship. 
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{n 1976-1980 a definite growth appeared in outlays for nonproduction invest- 
ments in the voivodship. Their share in total voivodship outlays is shown in 
Table 6. 


Table 6 


Item 1976 1977 1978 1979 1980 
Nonproduction investment in per- 


centage 14.3 16.5 19.6 24.1 24.5 





The undeniable total growth in investment outlays for nonproduction activity, 
presented above, was not able to change the ratios set by long-term and marked 
preferences in the development of the production and nonproduction spheres. 


Weak points in the investment process, particularly the frequent "delays," the 
extension of the investment cycle and the very extensive freezing of funds 
also affected nonproduction investments. Here the share of outlays for the 
social infrastructure is far from meeting the needs. In 1980 this share in 
the investment area in science and the development of technology amounted to 
0.3 percent (0.8 percent in 1975), in the area of education and training it 
reached 0.8 percent (1.3 percent in 1975) and in the area of health protec- 
tion and social care it came to 1.1 percent (0.8 percent in 1975). 


These highly unfavorable disproportions between the main components of the so- 
cial infrastructure and the sphere of production activity within the voivod- 
ship continued and, in some cases, even intensified the appearance of barriers 
to the socioeconomic development of the voivodship. 


Today, in view of the high degree of property depreciation, more than 45 per- 
cent of the base existing in in-patient medical treatment should be subject 

to liquidation. At the same time we aces almost 100 kindergarieins, 40 ele- 
mentary schools, approximately 350,000 m° of library space, 70,000 seats in 
movies, 40 cultural centers, 50,000 seats for diners and more than 320,000 m2 

of shop floor space. The goal of employing some additional 19,000 people, mainly 
transients, in the mines in 1981-1982 is producing a special concentration of 
social needs (housing, water, heat, transportation, nurseries, kindergartens, 
schools, social services, culture, accessories and so forth) in such urban 

areas as Jastrzebie, Wodzislaw and Ruda Slaska. 


The lack of processing capacity to implement the local plan investments is an 
inhibiting factor and weak point in the area of social infrastructure de- 
velopment in the voivodship. A radical change in this state of affairs is 
an urgent task in the very near future. 


Since 1981 the entire national economy has exhibited a fundamental reduction in 
the level of investment, which is particularly reflected in the Katowice 
Voivodship. Implementation of approximately 80 investment tasks with a cost 
calculation value above 170 billion zlotys has been suspended. The reductions 
mainly concern the metallurgical and the machine industry ministry and the 
ministry of mining and power. The share of outlays for production investment 
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is dropping to 31 percent, with a simultaneous assignment of priorities to 

facilities for education and training, health protection, the agriculture and 
food block, transportation, power and residential construction, the resources 
and structure of which constitute one of the main concerns of the voivodship 


administrative authorities. 
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POLAND 


PROGRESS OF ECONOMIC REFORM IN ENTERPRISES ANALYZED 

Performance of Supply System 
Warsaw ZYCIE GOSPODARCZE in Polish No 29, 8 Aug 82 p 7 
[Article by Andrzej Szeworski] 


[Text] In the period from March to June of this year, the Institute of Na- 
tional Economy conducted a survey on the operating conditions of enterprises 
in the initial phase of implementation of the economic reform. The survey 
covered 5 machine industry enterprises, 12 light industry enterprises, 7 chemi- 
cal industry enterprises, 2 food industry enterprises and 1 enterprise eac:: 
from the furniture, optical and porcelain industries as well as from the group 
of so-called other industries. Studies and analyses were made of the four key 
areas of actual activity of the enterprises, namely, supply of materials and 
technology, investment activity, foreign trade and labor management. The re- 
sults of the survey will be presented in four consecutive articles in our 
weekly. Today we publish part one, dealing with supply. 


One of the principal aims of the economic reform being implemented is to cre- 
ate conditions for better management of the turnover of the supply of mater- 
ials and technology by abandoning a detailed, central distribution system in 
favor of freely concluded agreements between independent enterprises. The 
crisis in our economy, reflected, among other things, i:. an acute shortage of 
basic raw materials and other materials, has led to the adoption of a variant 
that restricts the intended solutions for the supply system and to the cre- 
ation of preferences for those products that are regarded as indispensable. 
The restrictions have consisted, on the one hand, in the introduction of a 
central distribution system with regard to selected basic raw materials and 
other materials, as well as machinery and equipment, their turnover being 
controlled by the obligatory service of designated supply centers, and, on the 
other hand, in the designation of economic priorities through controls, with- 
in their scope, by so-called operational programs. Participation in the 
implementation of operational programs, whose targets imply full material 

and technical backing, entitles an enterprise to priority and preferential 
treatment in obtaining supplies. 
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Defects of Central Distribution 


As it turns out, the intended supply system has been, in practice, dominated 
by its modifications. Only 4 out of 30 surveyed enterprises are not partici- 
pating in the implementation of an operational program, and only in one in- 
stance (a pharmaceutical enterprise) do supplies obtained through freelv con- 
cluded agreements represent a significant figure of 55 percent. In murly all 
the enterprises, the bulk of the supplies is obtained through obligatory agency 
service—-which means that it is centrally distributed. The operative scope 

of freely concluded agreements (except for the above-mentioned instance) is 
very narrow and in just a few cases does it constitute 20-30 percent of all 
supplies, more frequently ranging from 10 to 20 percent. 


The survey does not make it possible to assess to what degree the supplies 
implemented within the framework of operational programs originate from a 
central distribution system and to what degree they involve supplementary 
materials obtained through freely concluded agreements. In the estimation of 
8 or the surveyed enterprises (which are implementing operational programs), 
the operative supply system is unsatisfactory, whereas it is satisfactory in 
the estimation of 4 enterprises; on the other hand, the remaining 14 enterprises 
either do not express qualitative opinions or state that operational programs 
have brought about no change. The enterprises that give a positive assess- 
ment of the system have been assured complete funding of their needs for 
materials within the framework of production, which is included in operation- 
al programs, whereas the remaining enterprises receive incomplete funding, } 
a fact they either assess negatively or express no opinion about. 


The central distribution system of raw materials and other materials is the 
principal source of supply for the surveyed enterprises. It is difficult to 
assess the differences in the operation of individual turnover centers, be- 
cause the respondents did not mention this subject. It is possible to sur- 
mise that only fuels and energy are allocated, regardless of whether an enter- 
prise is implementing an operational program in the form of an allotment that 
must not be exceeded under threat of heavy fines. The remaining supplies of 
materials and technology, whose turnover is included in the obligatory ser- 
vice of centers, are obtained by the enterprises through one of the following 
procedures: 


--making a request [for supplies] to the office of the plenipotentiary for an 
operational program, who subsequently allocates supply centers to the enter- 
prises according to his own distribution list; 


--making a request for materials directly to centers of obligatory agency 
service; 


--utilizing the agency service of specialized supply enterprises that are 
being created within the framework of associations. 


The latter procedure is operative in the association of knitwear and hosiery 
industry. Their estimates of their needs for materials and raw materials are 
broken down into operational programs and into quarters. The plenipotentiary, 
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after totaling the orders, refers the matter to a upecialized supply enter- 
prise, which then allocates turnover centers and suppliers to the enterprises. 


The enterprises point to the following defects of the operative system of cen- 
tral distribution: 


1. Agency service centers, and plenipotentiaries, often make binding desig- 
nations of suppliers. It often happens that the location of a supply source 
is inconvenient for an enterprise (there is an alternative of utilizing sources 
located closer by) or the quality of production of the allocated supplier is 
unsatisfactory. 


Enterprises are helpless in such cases. 


2. Centers and suppliers do not have a binding obligation with regard to de- 
liveries even when an enterprise is implementing an operational progran. 


3. Some centers are influenced by special considerations, e.g., the Center 
for Coal Turnover supplies first those enterprises that are implementing an 
operational program of coal mining and transportation. 


4. Hhere is widespread failure to meet the demand for raw materials and 
other materials for the implementation of operational programs and, in the 
opinion of many enterprises, there is no possibility of obtaining centrally 
distributed materials outside of an operational progran. 


5. There are cases in which the bureaucratic procedure of operation of some 
centers of obligatory agency service results in a faulty supply structure in 
the enterprises (due to the general shortage of most materials, any surpluses 
originating in the enterprises may not be included in the turnover within the 
framework of freely concluded agreements). 


Within the Framework of Freely Concluded Agreements 


On the basis of the survey it is difficult to determine what portion of sup- 
plies for production included in operational programs is purchased by the 
enterprises within the framework of freely concluded agreements. It is 
possible to ascertain that, just as in the case of obligatorily distributed 
materials, participation in the implementation of an operational program does 
not guarantee full implementation of an agreement by a supplier. As for 
obtaining supplies through freely concluded agreements made outside opera- 
tional programs, this concerns a negligible portion of the requests of enter- 
prises, such as supplementary materials; frequently, however, it concerns 


important and indispensable production components. 


The negligible market supply, accompanied by the huge and unmet demand of 

the enterprises, creates a situation in which half of the surveyed enterprises 
conclude agreements with virtual monopolists. Hence widespread price-fixing 
by the suppliers, not subject to negotiation in most cases. Only five enter- 
prises mentioned price negotiations being conducted at the time that an agree- 
ment was being concluded. The conditions of agreements are burdensome for 
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the consignees; the suppliers request repayment of their foreign currency 
contribution (eight enterprises), and in one case the supplier demanded 
participation in the expansion of the plant (a mine) supplying the customer. 

On the other hand, some enterprises are inclined to cede their foreign exchange 
allocation in order to purchase needed materials, but they cannot find a sup- 
plier. Three of the surveyed enterprises assert that the "freely con -ded 
agreements" market does not exist in practice (they never came in contact 

with it). 


Most frequently, agreements are concluded on the basis of old, traditional 
contacts whose scope becomes narrower and narrower. Only a few enterprises 
mentioned searching for a supplier on various commodity exchanges. 


Better off are enterprises with long-term contracts for deliveries (e.g., of 
packaging materials), because now they only have to verify their conditions 
regarding prices. In connection with the shrinking of the "freely concluded 
agreements” market, the enterprises demand the establishment of a central 
data bank for bids and propose other, similar soiutions. 


Barter trade is a common form of transaction based on freely concluded 
agreements; frequently, it involves goods in short supply, net always of their 
own production (e.g., those used in personal hygiene). Only 1 of the 30 sur- 
veyed enterprises was given an opportunity to choose between two offers. In 
general, it is possible to assert that in the area of supplies that are in- 
cluded in the turnover based on freely concluded agreements, the purchasers 
have to deal with a “manufacturer's market,” in all its negative aspects. 


In the surveyed enterprises there is general uncertainty as to the long-range 
supply situation; a third of the surveyed enterprises did not even have 
guaranteed deliveries of raw materials and other materials for 1 April of 

this year. The remaining 20 enterprises had assurances of full or partial 
deliveries for the second quarter of this year, but only 5 of these had long- 
range prospects for continued deliveries. Agreements that continue into the 
future are conditional in nature, in the form of so-called understandings that 
generally are not binding on the suppliers. 


Just as much concern is caused by the management of supplies in the surveyed 
enterprises. In almost all of them, the level of supplies is lower than the 
required standard, imperiling the continuity of production; this is related 
also to their defective structure. 


In the surveyed enterprises that utilize the services of coproduction there 

is a prevailing opinion that virtually nothing has changed in this supply 
procedure. They do not notice any changes that might result from the elimine- 
tion of associations, and they attribute the worsening suppiy situation (re- 
flected, among other things, tn the decrease in the number of coproduction 
enterprises) to general problems of supply. Only in one instance (enter- 
prises in the household supplies branch) was there an affirmation of definite 
improvement in coproduction supp’y »Seing a resuit of the implementation of 

an operational program. 





Assessment and Demands 


It is difficult to assess the operation of the existing supply system in a 
situation of a general shortage of materials and raw materials and widespread 
complaints about this state of affairs. For it is necessary to separate fac- 
tors resulting from an objective assessment of our economy as creating short- 
ages and supply problems from the influence of the operative system mechanissms 
on this situation. 


It appears that the assessment of the supply system by the surveyed enter- 
prises was strongly influenced by the first of the above-mentioned factors, 
which does not hide the irregularities in the functioning of the operative 
mechanism. As mentioned at the beginning, the intended system of freely con- 
cluded agreements has been dominated by the introduction of an obligatory dis- 
tribution system of basic raw materials, other materials and equipment, and by 
the designation of production priorities (operational programs). The sphere 
of operation of freely concluded agreements, which were to favor better uti- 
lization of raw materials and other materials, was relegated to the background. 
In this situation, a common solution was to search for sources of supply 
while “hitching up to an operational program," thus expanding the range of 
production to be included in operational programs. These actions, on the one 
hand, resulted in automatic restrictions on the scope of operations of freely 
concluded agreements and, on the other hand, created problems in the proce- 
dures for obtaining supplies as impiemented within the framework of [operat*: 
al) programs. 


In many cases, the implementation of an operational program ceased to be a 
guarantee of full supply, thus undermining the effect of this solution, be- 
cause the basic criterion of its effectiveness--complete totaling o! needs 
for materials--ceased to be operative. The failure to total the wees lor ma- 
terials within the framework of operative programs revealed the «°lfish con- 
cerns of centers rendering agency services in the turnover und the creation of 
supply “priorities,” these being the well-known “traits” of the traditional 
supply systen. 


In light of this, a reduction in the number and scope of operational programs 
seems justified. As a result, we could expect an improvement in the supply 
situation within the implemented programs by providing them with all the 
needed supplies of materials; we could also be sure that a considezable 
portion of centrally distributed materials would become the object of freely 
concluded agreements (with the centers still rendering obligatory agency 
service). This would favor, first, better utilization of these materials 
and, second, might break the monopoly of suppliers outside operational pro- 
gtams--something that enterprises generally complain about. 


Finally, it is worth mentioning that only very few surveyed enterprises ques- 
tion the procedure of obtaining supplies through plenipotentiaries, for rea- 
sons having to do with formalities and bureaucracy. At the same time, “en- 
thusiasm" about operational programs and the central distribution system is 
expressed only by those enterprises that feel they derive definite benefits 
from it. Frequently, this is also a result of the still strong sentiment 
for the traditional supply system, which has been so “convenient” for an 
enterprise. 
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Role of Investments 
Warsaw ZYCIE GOSPODARCZE in Polish No 3015 Aug 82 p 9 
[Article by Joanna Ketowicz] 


[Text] A study of the investment activities of enterprises under th ,economic] 
reform, conducted in 30 industrial plants, has demonstrated that only 1.3 
percent (4 plants) of the economic units under study do not engage in such 
activities. Enterprises that make investments concentrate mainly on the 
implementation ad completion of projects being continued from previous years 
(65 percent) and also on investment purchases of a renovative nature (69 per- 
cent). New investments are being initiatied thie year by 30 percent of the 
enterprises studied. Their own continued and new investments are predominant- 
ly small-scale modernization projects whose cost-estimate value ranges from 

5 to 15 million zlotys and which are financed mainly from the development fund. 


Tendencies and Phenomena 


In the group of enterprises wider study, just two--food industry plants and 
optical industry plantse--are implementing continued central investments. The 
first are continuing the implementation of four small-scale central projects 
(whose average cost-estimate value is 2 million zlotys), and the latter ar⸗ 
continuing two significant projects, already far advanced (54 percent ard 57 
percent completed), which they expect to cosolete in 1983. 


Two instances of new relationships between the indigenous development activ- 
ity of enterprises and the central investment plans have to be noted. The 
first is a central investment, 80 percent completed, whose implementation 

had been assumed by a furniture enterprise (the “adoption” of an invest- 
ment), which then altered its goal and applied to a bank for a final, modest 
portion of credit (10 aillion zlotys). Credit has been granted and the project 
is being continued as [the enterprise's] own investment. 


The second instance is an attempt to include--via a sinistry--a capital- 
intensive indigenous project in the central investment plan. An argument 
here was to be the considerable investment indebtedness of the enterprise, 
which would encumber profits to be shared until T1986. We should add that 
this enterprise hai already secured the necessary import purchases (!). By 
the end of this first quarter, this project #sti111 was not included in the pool 
of central investments. 


In seven enterprises out of those under study, a reduction in investment 
activity has been noted, with simultaneous initiation of protective activities 
being financed through bank credits. 


In six enterprises, deferment of [investment] projects is of a temporary na- 
ture; only in one instance (mach ne industry) has there been complete relin- 
quishment of the implementation of an export-oriented investment, highly 
effective under the old price structure but not ineffective because of the 
new price structure. While the value of a plant increased 3.5 times, the 
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increase in the value of its production was estimated at 1.8 to 2.5 [times]. 
For this reason, and on account of the enterprise's lack of credit capability, 
the bank refused to grant credit, despite the fact that the implementation 

of the investment had been preceded by long-time preparatory work, by the 
enterprise's participation in a city's infrastructure investments and by the 
opening of a school to train cadres for the projected plant. Protective work, 
financec by credit, has been initiatied, the total outlay not to exceed 

30 million zlotys. 


One of the suspended central projects (food industry) has already been resumed 
in view of the market and proexport nature of its production. 


An examination of the process of investing in the enterprises under study also 
indicates that this process, by concentrating on continued modermmization and 
purchasing projects, is only indirectly oriented toward the implementation of 
projects that result from operational programs. It has complete cont~acting 
security, which is achieved for the most part through its own resources (e.g., 
repair teams). Only in one plant (pharmaceutical industry) did we ascertain 
that inclusion of the implementation of investments in an operational program 
made it possible to compel the contractors to shorten the implementation 
cycles, complete the vor’ during the current year and accelerate deliveries 
of machinery and equipment. 


The enterprises have complete independence with regard to decisionmaking 
within the scope of investment projects being undertaken by them; their de- 
velopment activity is not interfered with by the associations that are being 
formed. 


Conditions of Financing 


The extent and structure of the investment activities of the gro» of enter- 
prises under study are determined by the very limited pool of funds available 
for the implementation of these investments. We can, however defend a thesis 
that under conditions of a sharp imbalance between i vestrents and macroeco- 
nomics, the justified slowing down of investment demand, thorugh a policy of 
"difficult" credit and of returning to the budget 1a considerable portion of 
amortization, has nevertheless intervened too drastically in the renovation 
activities of enterprises, leaving too small a pool of funds for indispensable 
renovation and modernization investments. This may pose, in the near future, 
a serious danger of depreciation of production-type fixed assets, which may 
affect our entire national economy. 


The first factor that limits this pool of funds and generates the above- 
mentioned danger is the disproportionately small share of amortization that 
is left in the development funds of the enterprises in relation to the amount 
of amortization being returned to our [state] budget. This regulation is 
contrary both to the assumptions of the intended eonomic and financial sys- 
tem of investments (100 percent of amortization to be left in an enterprise) 
and to those of the system during the transitional period {70 percent--cf. 
“Organization and the Investment System" in the report of Group V of the Com- 
mission on Economic Reform, Warsaw, 1981). 
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From an analysis of the distribution ratios of amortization allowances in the 
enterprises under study in the years 1981-82, it follows that in 197 out of 
19 enterprises furnishing complete data, the amounts of amortization allow- 
ances returned to the [state] budget during the current year considerably ex- 
ceed the amounts returned for this purpose in 1981. Thus, in the majority of 
units under study (79 percent), there has been a sharp decrease in the ‘ndig- 
enous funds available for renovation projects. 


At. the same time, we have noted successful interventions by enterprises at 
the Ministry of Finance to let them keep the entire [amortization] allowance 
in their development funds. The interventions were brought about with the 
aid of informal ties of enterprises with the ministries representing them. 
Three of these interventions, carried out by enterprises of the pharmaceuti- 
cal and food industry, were successful. Full availability of amortization 
was expanded to include the majority of enterprises in the above-mentioned 
branches [of industry] implementing key operational programs. 


Cooperative enterprises, whose principles of operation are defined by separate 
regulations, are also entitled to have full amortization available to then. 

In view of the special characteristics of these arrangements, we will devote 
somewhat more attention to them. These arrangements exist in two of the 
surveyed enterprises. 


In the first, the total of the amortization provides 81.5 percent of the in- 
vestment fund. The enterprise does not have an investment fund of the type 
defined in Resolution 243 of the Council of Ministers [RM] of 30 November 1981, 
but it has an investment fund that is replenished from amortization allow- 
ances and allocations from the profits to the investment fund made through 
the central office of the cooperative enterprise. The profits from the sub- 
ordinate cooperatives are paid into a centralized pool of funds. There-- 
after taxes are deducted--a centralized development fund is calculated. It 
was from this fund thac the enterprise obtained money for its own investment 
fund during this year--15.5 percent from the latter fund plus 3 percent from 
the specialized production fund. 


The amortization, with an encumbrence by investment debt amounting to 57 
percent of the investment fund, will allow complete funding of the indis- 
pensable renovation operations of the enterprise during the current year. 


The second serious danger to the celf-financing of the needed renovation of 
the production-type fixed assets ir the enterprises under study is represented 
by their being considerabiy encumbered with investment cebts irom past years. 
Under conditions of "difficult" bank credit, the enterprises pay off this 

debt from their development funds, and mainly from the available portion of 
amortization allowances. 


In 20 enterprises (furnishing complete data), amortization provides, on the 
average, 30 percent of the development fund. Only in one enterprise are the 
proportions of the share of the supply sources of development reversed (15.5 
percent from profits and 81.5 from amortization), with an amortization 
allowance of 190 percent. 





In another enterprise, the entire development fund is earmarked for the re- 
payment of investment credit, and in still another, as a result of a large 
debt, the fund has an adverse value. In electronic industry plants, the 
development fund is replenished with money from the social fund. In four 
enterprises, due to the difficulties involved in preparing an estimate-type 
forecast of profits (changing prices), no plan for a development fund has 
been pre >ared. 


In 12 out of the 30 enterprises under study, an average 56 percent of amrti- 
zation allowances has been earmarked for the repayment of credit obligations 
incurred by investment debts. Thus, repayment of debts incurred by invest- 
ments that were often approved outside an enterprise, by encumbering its 
amortization fund, restricts the scope of an enterprise's limited renovation 
andmodernization activities. 


The situation of debt-encumbered enterprises varies greatly, mt only be- 
cause of differences in their credit capability but also on account of the 
particularly advantageous situation of some plants, whose debts have been 
paid by associations being liquidated from the latter's reserve and develop- 
ment funds. Such a situation has been observed in two of the enterprises un- 
der study. In a furniture plant, with planned net profits of 200 millior 
zlotys during the current year, the association paid off a debt amounting to 
500 million zlotys. This created a base for the self-financing of the de- 
velopment activity of the enterprise during the current year. Another exaypp’ 
of the "buying out" of a plant by an association being liquidated is an enter- 
prise of the rubber industry where, with a (development fund of 176.9 million 
zlotys being planned for the current year, the association paid off debts 
amounting cto 1.2 billion zlotys. 


These examples indicate that the improvement in the finaacia: si’ sacion of 
some enterprises, as a result of the repayment of their debt, increases the 
differentiation in the starting conditions of enterprises encumbered with 
investment debts, thus placing some of these enterprises in a privileged 
position. 


Another factor that can limit the scope of available financial resources for 
the development fund is the introduction by the bank, when granting working- 
capital credit of additional requirements with regard to an enterprise's own 
working capital funds. To meet these requirements, enterprises replenish 

the charter fund from the financial resources of the development fund, which 
limits the scope of their investment activity. Among others, this problem 
was noted in machine industry enterprises, pharmaceutical industry enterprises 
and light industry enterprises. In one of the light industry enterprises, 

80 percent of the development fund was earmarked for the financing of working 
capital, and 82 percent was so earmarked in another enterprise of the same 
[industry] branch. In still another enterprise, in view of the lack of 
indigenous resources for the renovation of very antiquated machinery, it has 
been ascertained that "machine revolutions are reduced purposefully to prolong 
the life of the machinery" (sic!). 
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The study of the field of investment activity also included estimates of the 
effectiveness of investments and the effectiveness standard (discount rate) 
in the credit relations of the enterprises with the bank under the conditions 
of the [economic] reforn. 


The bank estimate of the credit effectiveness of investment projects ” based 
on two principal criteria: 


--the period of return of incurred outlays and 


--analysis of the correctness of the accounting formulas that are used by an 
enterprise. 


One can also note instances in which the bank imposed an additional condi- 
tion, e.g., that a plant be put in operation as of 1 January 1982 or that 
the production profile of a plant conform completely to the production range 
of a given ministry. 


Credit capability is the basic criterion for granting all kinds of credit. As 
a side note, we can add that the relations with the bank were defined [by the 
respondents] either as "partner-type" or "formal and bureaucratic," depending 
on the extent of the credit capability of an enterprise and the resultant 
various degrees of difficulty in obtaining credit. 


The calculation of the effectiveness of investments made by enterprises is 
still based on the E formula (particularly for modernization), supplemented 
by the criterion of the period of return and of renovation needs for the pre- 
serving the current level of production (pharmaceutical and optical industry). 
Other operative criteria are savings on raw materials (a rubber industry 
enterprise), improverent of work safety and conditions (bhp) and increased 
production by customers (optical industry). 


This study provides a partial answer to a theoretical question now being asked — 
whether the cost effectiveness of an investment under the conditions of the 
reform should be based on one criterion or on many criteria. Despite the 

return period ana the E index being essentially identical, the enterprises 
[under study] nevertheless utilize a number of additional noncosteffectiveness 
criteria in their estimates of purchase investments, most frequent at present. 


Moreover, the study makes it possible to conclude that increasing the inter- 
est on investment credit from ® +o ©° percent did not strengthen the incentive 
effect of the interest rate on the development trends of investment demand. 
On the contrary, in some machine industry enterprises a 9-percent encumbranc.. 
by actually vtilized credit is now regarded as less burdensome than an 8 per- 
cent encumbrance by credit granted and 6 percent incurred by actually utili 2e< 
credit was before. 


At the same time, however, the enterprises implementing the Zdrowie [Health] 
operational program demanded, for social reasons, that the interest on invest- 
ment credit be lowered for them. 





Closing Remarks 


Against the background of our study of the investment activity of industrial 
enterprises under the new systemic conditions, the following observations 
occur: 


--Under the conditions of considerable investment indebtedness from past years 
and the introduction of so-called "difficult" bank credit, the investment 
activity of industrial enterprises is concentrated mostly on continued small- 
scale modernization projects and on renovation-and-purchase investments. 


--There is widespread implementation of the process of reducing the scope of 
investments; projects are often suspended temporarily or abandoned, the 
enterprises simultaneously taking over ("adopting") some of the central in- 
vestments. On the other hand, however, there are attempts to include 
capital-intensive indigenous projects of the enterprises in the central plan; 


--The possibilities for simple reproduction of the production-type fixed assets 
of enterprises for the purpose of needed investments are very limited as a 
result of a considerable increase (contrary to the intended assumptions of 
the investment system) in the amounts of amortization allowances being re- 
turned to the [state] budget; use of financial resources from the develop- 
ment fund to repay considerable investment debts from previous years (often 
the whole development fund is earmarked for this purpose); and use of amounts 
accumulated in the development fund to replenish the charter fund for work! 
capital. This constitutes a serious danger to the possibility of renovating 
fixed assets and a danger that these assets will be depreciated throuphout 
the entire national economy; 


--Approximately 30 percent of the development fund of the ent=rprises under 
study is replenished from amortization; instances of its being replenished 
from the social fund have been noted; 


--Repayment of old-investment credit encumbrances of the enterprises by the 
associations being liquidated increases the .ifferentiation in the starting 
conditions of the enterprises, placing some plants in a privileged position; 


--The method for estimating the effectivness of renovation-and-modernization 
investments being implemented gives the appearance of being based on multiple 
criteria. Actually, the bank and the enterprise use mainly two identical 
synthetic criteria, i.e., period of returm and E index, supplementing them 
by a number of additional noncosteffectiveness criteria; 


--There is little evidence of the incentive effect of increased interest rates 
on the slowing down of investment demand; 


-~-Thus, general conclusions pertain to the need to standardize the starting 


conditions for debt-encumbered enterprises (e.g., by lengthening the period 
of repayment of credit obligations, if their cancellation is not possible); 
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considerable expansion in the Scope of available amortization allowances of 
enterprises for the restoration of fixed assets; the need to revise the E 
index to make it an auxiliary, noncompulsory criterion of the estimate of in- 
vestments; within this context, consideration of the possibility to diversify 
the discount rate as an instrument for allocating investment funds in accord- 
ance with the strategic directional preferences contained in the assumptions 
of the long-range development plan. 
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CENTRALIZED REGULATION OF WAGE SYSTEM SUGGESTED 
Warsaw ZYCIE GOSPODARCZE in Polish No 34, 12 Sep 82 p 9 


[Article by Stanislawa Borkowska: “Centralized Regulation of the System"; 
passages enclosed in slantlines printed in boldface] 


[Text] The so-called second stage of the emoluments reforn, 
which is scheduled to take effect in January 1983, is now 
being actively prepared. I would like to contribute to the 
discussion on the shape of the reform several remarks 
touching on only one of its aspects, specifically, the 

scope and mode of centralized regulation in the wage systen. 


A clear definition of responsibilities of all organizational units regu!atin, 
labor and wage affairs, namely, the central echelon, enterprises and trade 
unions, is a sine qua non precondition for an efficient wage system and the 
entire economico-financial arrangement. 


Colliding Functions 


Wages perform both a social and incentive function. Wage equalization is 
crucial for the former, wage differentiation for the latter. Striking a 
reasonable balance between the two conflicting functions is not easy. 

The optimal point varies over time and depends on many socio-political and 
economic factors. In times of poverty and struggle for national survival 
(wars, revolutions, crises, etc.) society leans more toward equalization and 
during periods of development, toward differentiation based on labor input 
and the product of labor. 


The role of the segment of wages directly related to labor has now decreased 
precipitously due to the high share of compensation and various allowances 
and services not related to labor input. This in itself explains the decline 
in the incentive role of wages, regardless of the market situation. 


With an eye toward counteracting this undoubtedly harmful phenomenon /a larger 
share of social services should be transferred from the jurisdiction of 
enterprises to that of local and central authorities. In addition, the segment 
of wages which represents social-welfare type payments should be clearly 
separated out, whereas the remainder of wages should be persistently tied to 
outlays, requirements which the job imposes on the employer and labor output/. 





Guaranteed protection of real wages, or, in other words, at least stable 
real wages is the second necessary premise for preserving the incentive 
function of wages. This is associated with the mechanism of growth in wages. 


Thirdly, socially justifiable wage ratios should be insured, or such an 
income differentiation of society as will not cripple the incentive function 
of wages. 


What Should Be Regulated by the Central Echelon? 


The role of the central echelon in allocating wage funding to enterprises 
has been outlined, though some solutions give rise to doubts. However, 

the scope of centralized regulation of wage policy in particular autonomous 
self-governing and self-financed enterprises is still an issue under 
discussion. 


The societal (social) incentive function of wages, i.e., the orderly 
performance of this function, imposes limits on this regulation. It cannot 
be carried out efficiently from the vantage point of enterprises. However, 
the incentive function of wages i.e., including the employees to achieve 
desirable results and to take difficult jobs, must be performed exactly 

in enterprises. Their mission is to produce goods and render services. 
Therefore, they must provide an incentive for employees to fulfill these 
tasks in the best possible way. 


This means that the following would fall within the scope of centralized 
wage system regulation (besides the guidelines for providing funding for 
wages): 


~-fixing minimal wages (minimal remuneration and mandatory minimum of social 
services from the social and housing funds); 


--fixing a mandatory standard (index) of growth in minimal wages due to 
increases in the cost of living, and, later, of their ratio to the average 
wage. This standard would also provide the basis for upward adjustment of 
the threshold of wages which are not taxed; 


~-establishing guidelines (methods) for evaluating labor, or so-called 
rating; 


--establishing the so-called reference pay scales; 


--regulation of basic wage ratios on a macroscale along horizontal and 
vertical lines (i.e., in the subsector-territorial mesh); 


--establishing guidelines for paying guaranteed wages (their amount and time 
frame) to the employees of self-governing enterprises undergoing the process 
of reforms. 


The above scope of centralized regulation of the wage system in the 


environment of autonomous, self-governing and self-finar.cing enterprises may, 
and even should, be wider with regard to budgetary units. 





A separate problem is presented by regulation of bonuses for work on days 
off, Sundays and holidays and for night shifts. In principle, these rates 
can be regulated by enterprises depending on the situation in the local 
labor market and need of the enterprise. However, an apprehension might 
arise that, for example, in smaller communities, where virtually no labor 
market exists, enterprises could use their monopolistic position to the 
detriment of social interests working time and so on). These rates could 
be reguluted by negotiations, provided that trade unions are efficient. 
However, at the initial stage of reform it seems feasible to establish in 
a centralized fashion lower limits of bonuses or brackets of rates with a 
spread large enough to provide for flexible action on enterprises. 


How to Regulate? 


In the period of surmounting the crisis, the minimum wage cannot be required 
to do more than to guarantee funds which are absolutely necessary to support 
oneself. However, later on, after a measure of market equilibrium has been 
restored, meeting this requirement will no longer suffice. /We should see to 
this that the minimum wage is not only pegged to the increasing living costs, 
but also increases along with the average wage./ Widening the gap between 
the minimum and the average wage would lead to the relative impoverishment of 
the poorest social groups or to the minimum wage being reduced to a ficticious 
category not used in practice. 


Therefore, in the first years of reform the use of a realistic stabilized 
minimum wage would be appropriate, whereas in the next years--that of an 
increasing minimum wage. 


The latter category was approved by the Ninth PZPR Congiess as the principle 
of fixing minimum wages, with a provision that they must smount io about 
50 percent of the average wage. 


The establishment by the central echelon of a flexible mechanism for the 
growth [in minimum wages) is extremely important as far as the incentive 
function of wages. 


/Now, the upward adjustment of wages on account of changes in the living 
costs unrelated to labor output seems to be most important due to rapid 
price increases./ However, in enterprises operating in the environment of 
the three S's (autonomy, self-government and self-financing], the attained 
efficiency of management and the result of labor of individual employees are 
the only sources of wage increases. Therefore, they must achieve at least 
the efficiency which will provide for wage increases that can keep pace with 
increases in living costs. Higher efficiency will provide for increases 

in real wages. Autonomous enterprises must use wage increases as an 
incentive. This makes it necessary to set up an integrated mechanism of 
wage increases with increases for both adjustment and economic reasons 

fon account of improved economic efficiency) built into it. The emphasis 
should be on the latter. 


The substance of this mechanism can be outlined in several points. 
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First, the central echelon fixes the standard of adjustment in wages, 
Indexing would be mandatory and automatic only with regard to minimum wages 
and annuities, pensions and allowances. This standard increase should also 
be used to adjust the threshold of taxation of incremental wage funds (or 
on average wages) in enterprises. 


The central echelon also fixes the standard (index) of the average war 
increase in the tertiary sphere as a ratio to the actual average wage in 
manufacturing. This standard should take account of both adjustment and 
economic increases. 


Manufacturing enterprises are obligated to increase basic rates in their pay 
scales at least by the standard adjustment applicable to minimum wages. 
This is identical with fixing a minimum standard of economic efficiency, if 
we assume that results of the enterprise are the source of funds for increases 
due to indexing. Increases in the rate of payment are not identical with 
wage increases for individual employees. A decision on increasing wages 
should depend on the evaluation of an individual's productivity. Increases 
in the rates can certainly exceed those called for by adjustment and can 

be differentiated by the amount and frequency, depending on the financing 
condition of the enterprise. Specific principles of wage increases 
(excluding minimum wages) would be negotiated between enterprises and trade 
unions. The state should assume the responsibility of safeguarding the 
interests of the poorest employees. 


Indexing in enterprises can be extended only to employees and not to their 
families. 


The above-ment ioned mechanism of wage increases assumes the utilization of all 
shifts in wages, even of an adjustment nature, as incentives to work harder. 
Wage degradation, prescribed by many specialists, is not too realistic 

in practice. It is difficult to implement even in countries following very 
aggressive models in their wage policy. /It is much easier not to increase 
wages, bringing about a relative deterioration in the income situation of an 
employee and thus drawing his attention to the necessity of improving his 
own productivity. / 


The current extensive compensations which remain outside the wage rates should 
be included in the basic rates as soon as possible (in the first half of 

1983 at the latest). Certainly, only employee compensations are meant here. 
/Family compensations should be paid out by the ZUS [Sccfal Insurance 
Institution], because they should not be passed on to enterprise outlays or 
distort wage ratios. / 


The process of incorporating compensations [int> basic wages] is labor- 
intensive and thorny; it causes considerable eo*ional involvement. 
Therefore, it would be feasible to carry it out as a one-time operation, 
without breaking it down into stages. 


Before the end of this year, that is, before the introduction of a profound 
extended reform, basic rates should be solidly established in enterprises. 
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In the entire economy, including the tertiary spheve, the rating process 
may reveal that actual wages of many employees with their compensation 
included, are too high in relation to the difficulty (requirements) of the 
jobs. In such cases, the share of excess wages should be clearly defined 
and further wage increases should be suspended, regardless of the source 
and criteria for awarding them, until the level corresponding to the 
difficulty (results of rating) has been reached. 


In manufacturing, the inclusion of compensations and other bonuses into basic 
wage rates should be shouldered by enterprises in full. 


Rating 


Enterprises will carry out the rating process on their own, evaluating work 
on a concrete job on the basis of actual (and not branch, standard, etc.) 
conditions proceeding from a centrally outlined set of methods. This makes 
it possible for wages which are based on the results of job evaluation to 
be realistic and honored and for the rate-scale system to be current. 

"Rare profession” rates will take into account the situation in the local 
labor market, low prestige of the job, etc. The need to establish separate 
bonuses for difficult job conditions will thus cease to exist, whereas the 
rate-scale system will become more straightforward and comprehensible. 


The issue of pay scales especially stirs up emotions. There are suggestions 
(among others, in ZYCIE GOSPODARCZE, 1982, No 8) that subsector ministries 
become intermediate links in establishing reference pay scales for their 
respective enterprises on the basis of centralized reference tables (that 

is to say, laid down by MPPiSS [Ministry of Labor, Wages and Social Affairs) 
or the Council of Ministers). To justify this, concern with ine unified 
approach within subsectors is cited. 


/Establishing ministerial (subsector) pay scales by the sut...o: echelons 
is unjustifiable and contradicts the principles and logic oi the refora 
because it is not only the control of wage ratios alerg ve ‘tical lines 
(subsector-sector arrangements) that is needed. Coutiol along horizontal- 
vertical lines is even more so./ Shifts of .anpower occur less frequently 
within subsectors than they do within areas where the change of jobs does 
not entail moving. Shifts of manpower take place between subsectors, 
sectors and even spheres of the economy. Ministerial regulation of pay 
scales is, therefore, of little use as a tool of controlling wage ratios 
and, consequently, the flow of manpower. One more consideration--/the reform 
calls for reducing the numbet of subsector ministries, whereas the concept 
of ministerial pay scales somehow perpetuates the current structure of the 
central echelon. / 


What is a “reference pay scale" supposed to mean? This notion can be 
variously interpreted and is not trivial from the point of view of provisions 
of the economic reform. Let us consider several versions of such scales: 


— the central echelon fixes brackets of wage rates for each category; 
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--the central echelon fixes only lower limits for each category of 
classification; 


-~the central echelon fixes basic wage rates or the correpsonding number 

of points and wage rates (or estimates in points) for the so-called 
representative and typical positions. For example, in the textile industry, 
a weaver and a spinner are representative positions; in health care, - 
physician; in the educational system, a teacher, and so on; 


--the central echelon fixes only basic wage rates (intitial lowest rates) 
for the professional-subsector sesh. 


The above versions are arranged in the order of increasing flexibility and 
freedom of enterprises in fixing enterprise pay scales. From the point of 
view, the third and fourth versions are most attractive and ultimately they 
should be employeed. Fixing of the so-called basic rates or, alternatively 
of only ratios between them expressed in points in the subsector-professional 
mesh will make it possible to set basic wage ratios on a macroscale. This 
is a responsibility of the central echelon. This version takes into account 
not only the most simple jobs, but also relative differentials in the 
difficulty of work (requirements imposed by the job) in key (representative) 
positions in the mesh of professions and positions. This makes it possible 
to control wages more precisely proceeding from a more objective basis-—— 
difficulty of work rather than clout of certain employee groups. 


This solution, reinforced by the taxation on income per family member, seems 
to be adequate, provided that market equilibrium exists. However, while an 
efficient system of taxing this income is not in place and the pronounced 
lack of market equilibrium encourages improving results and increasing wages 
via price movement, there is a real danger of very high income differentials 
among employees and their families, which is unacceptable to the public. 
Such a situation results from an eneven initial operation of enterprises. 


Therefore, in the immediate future, using the second version is appropriate. 
The first version should, perhaps, be totally rejected. 


Fixing reference pay scales necessitates a simultaneous laying down of 
guidelines for changing the scales (increasing wage rates), which is a 
condition for maintaining a flexible growth mechanism. This mechanism should 
provide protection against distortions which destroy the incentive function 
of wages. There are two ways to solve this problem. For example, sinimur 
wages can increase mandatorily and automatically by a growth rate fixed 

in a centralized fashion due to changes in living costs. The rate should 

be negotiated with trade unions. To preserve a reasonable wage spread, 
enterprises will have to take care of at least similar increases of wage 
rates for other categories. 


Alternatively, enterprises must have the authority to change wage rates in 
accordance with the funds available for that purpose by incorporating 
variable segments of wages related to improvements in productivity. At the 
same time, /centrally fixed pay scales should be subject to automatic 





adjustment of wage rates by the rate correpsonding to the growth of living 
costs and to periodical change due to the average growth of the variable 
segment of wages related to productivity./ The principle already known from 
the WOC [large economic organization] system could be accepted, namely, that 
a share (for example, 50 percent) of the average increase of variable wages 
is incorporated into basic wage rates if the increase is maintained for 3 
years. 


This mechanism of pay scales adjustment combines centralized reference scales 
with those of enterprises and facilitates operating with ratios in a dynamic 


arrangement. 


An apprehension might arise that fixing enterprise pay scales on the basis 
of reference scales will bring about considerable differences aot only among 
pay scales, but among wages for similar jobs. This is a justifiable 
apprehension, however, only in the initial short period of applying the 
scales. A natural tendency to agree on the level of wages will soon emerge 
among enterprises with similar production profiles and even those with 
different profiles, but located in the same general area. A similar 
phenomenon will occur among trade unions. Very soon functions of negotiators 
will be assumed by groups of enterprises and trade union federations. 
Associations of enterprises can on many occasions assume the role of 
employers’ groupings negotiating wage and labor issues. However, in certain 
cases, especially in larger industrial centers, this negotiating arrangement 
might prove inadequate. 





Ratios 


In the environment of autonomous enterprises, various levers an be usei by 
the central echelon to regulate macrowage ratios, and ab veo . a. %lea 
of income per family member. This kind of taxation should su pirnt taxes on 
wages as soon as possible. This arrangement makes it possib.e to control 
income differentiation not only along vertical, but along horisontal Lines 
as well, that is, in the intersectorial mesh. It should »° borne in mind 
that many people leave the socialized economy for the private sector due 

to differences in wages. 


The central echelon also regulates by fixing wage ratios, by establishing 
rating guidelines and pay scales, and by fixing the level of minimum wages 
and guidelines for indexing. The method of linking wage increases in 
manufacturing and the service sector has a considerable role to play. 
Perhaps, a standard rate of increase in the average wage is the sphere of 
public services and should be established as a ratio to the actual average 
wage in manufacturing also taking into account payments from the work force 
fund. 


Controlling the wage level and spread cannot be based on a system of 
privileges. 


If the work of a given group is more difficult, this should be reflected by 
the system of evaluating work, whereas any privilege is a beginning of 
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renunciation of wage policy rules. This is why further “charters” granting 
new privileges and variances from [general] principles should not be 
promulgated if wages rather than conditions on the job, work schedules, etc. 
are at stake. The above remarks do not apply to so-called preferential 
treatment, or the opportunity for increasing wage rates in accordance with 
the situation in the job market (scarcity of a profession, associated, for 
example, with the low prestige it enjoys). This should make it possi'” to 
select work evaluation criteria, assign sectional points as a result of 
evaluation and establish work rates accurately. 


In the environment of autonomous enterprises, it is necessary to carry out 
a cohesive coordinated wage policy at the central level. 


The year 1982 and earlier years have revealed the very acute issue /of the 
lack of a clearcut division of responsibilities in the sphere of wages/ 
within the scope of a broadly defined central echelon--the Sejm, the Council 
of Ministers, the Ministry of Labor, Wages and Social Affairs and subsector 
ministries. As a possible consequence of this situation, individual solutions 
in the sphere of wages are still being pursued. Such solutions grant 
privileges to various socioprofessional groups in no relation to the 
evaluation of the difficulty and results of their work, that is to say, 
privileges not justified by a prior comprehensive job rating evaluating 
differences in labor input. In this way, the so-called “charters” sponsored 
by individual ministries proliferate, e.g., the school teachers’ charter, 
the miners’ charter, the iron and steel workers’ charter, the longshoremen's 
charter and so on. /Specific principles of remuneration established by the 
central echelon on the occasion of outlining the role, rights and 
responsibilities of certain vocational groups, proliferate./ For example, 
the decree on the status of foremen also meddles in their wages, not unlike 
the laws on higher education, on legal advisors and so on. Such regulations 
on wage policy in specific subsectors or professions are most often adopted 
on a certain occasion. They create a state of affairs which cannot be 
reversed; they undercut from the very outset a comprehensive and cohesive 


wage policy. 
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MATERIALS SUPPLY PROBLEMS ASSESSED 
Warsaw ZYCIE WARSZAWY in Polish 13 Sep 82 p 4 


[Interview with Jan Antosik, minister of materials management, by Slawomir 
Popowski, PAP reporter: “Materials Management Requires Reform"; date and 
place not specified) 


[Text] Since the beginning of the year the economy has been 
suffering from an extreme lack of many essential raw and 

other materials. Their shortage often causes the inevitabil- 
ity of drastic production cutbacks. What is our supply situ- 
ation now, what is threatening us, and what can we expect in 
the coming months? The chief of materials management, Minister 
Jan Antosik, anewers these questions in an interview given to a 
PAP reporter. 


[Answer] Considerable problems stili persist in providin,, materiale manage- 
ment. To be sure, the range [of problems) is met with restraints )ittle 5y 
little, but industry still grapples with a lack of certain essential raw and 
other materials. 


In the firet 7 months of the year, we had to work with a further drop of 37 
percent in supply imports from capitalist countries. For example, the import 
of crude oil, metallurgical goods and cellulose shrank by half, and iron ore 
by 33 percent. The drop in imports of raw materials and components for the 
chemical industry as well as coproduced elements for the electromechanical in- 
dustry is still steep. On the other hand, a rise in supply imports from 
socialist countries has been noted; the deliveries of chemical fibers for the 
textile industry, cellulose paper, paper and synthetic rubber, among others, 
have increased. 


Forecasts for the second half of the year are unfortunately not too optimistic. 
We cannot count on credits, and we will be able to appropriate for supply ia- 
ports only as gush foreign exchange as wo earn in exports, and this is only 
after allowing for the necessary amount for debt repayment. An improvement 

of the situation--but only to a certain degree--depends on how the exchange 
process, brought about through the import demand structure of capitalist 
countries, will run its course. The question here is: will the share of raw 
materials imports rise, relative to total imports? And in this case we have, 
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after all, limited prospects for maneuvering. This means that there will be 
no special opportunities to increase production in many of the subsectors 

made dependent on supply and coproduced imports. This is particularly true in 
the case of the chemical industry and light industry, as well as some branches 
of the machine industry. There should be a better situation for enterprises 
utilizing raw and other materials brought in from socialist countries. A 
further activation of imports should occur in this area in the second .. if of 
the year. 


[Question] Speaking more concretely, what do we have, and what do we lack 
the most right now? 


[Answer] We are supplied relatively best with raw materials from domestic 
stocks. We have, above all, coal. Higher coal production enabled us to fully 
meet domestic demands as well as the subsequent growth of reserves among con- 
sumers. Also, no one can complain of a lack of electric power. We do not 

have a shortage of cement. We do have problems with the remaining raw and 
other materials. The supply of gasoline remains a troublesome situation. From 
among the nonferrous metals, we lack tin. This generates a further reduction 
in the production of galvanized sheet metals, stannic-plumbic binders, bearing 
alloys, and the like, Furthermore, we are feeling a shortage of aluminum. 

We also lack storage batteries because of the lack of imported ebonite casings. 


In recent months, difficulties in supplying customers with essential types of 
plastics have likewise increased. Shortages of polyethylene, polypropylene 
and polyvinyl chloride are occurring. Deliveries of polystyrene are also un- 
able to supply customers’ demands; paper and cardboard likewise. The chemical 
industry, whose production depends on the import of accessories and components 
from capitalist countries, has extreme difficulties. A shortage of these 
agents, even at times in small] quantities, results in the reduction or paint 
and varnish, glue, freon, synthetic dye, and artificial fiber production, and 
the like. 


We could drag on this kind of recitation even longer. It is still worth em- 
phasizing that the shortage of raw and other materials is not by any means the 
only reason why industrial establishments must particularly alter their pro- 
duction. If, for example, we have a shortage of tires now, then it is not at 
all due to a lack of raw material but, primarily, because there is a labor 
shortage in the factories that produce them.... 


[Question] Much is being said about the dependence of the Polish econozy on 
imports. What is the real story? 


[Answer] ...there are many misconceptions here that must be explained. In 
the last year, Poland importe’ goods for $431 dollars [per capita]. At the 
same time, a similar index totaled: in Bulgaria, $1,182; in Czechoslovakia, 
$961; and in the GDR $1,131. Comparing these numbers one could reach the con- 
clusion that, in comparison to other countries, the dependence of the Polish 
economy on imports is relatively small. Still, the problem lies elsewhere--in 
the export ability of the country. Put simply, in order to import, we must 
also sell. Whereas in the last year the export of our goods decreased $3.7 
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billion in comparison to 1980, imports also shrank by about the same, i.e., 
$3.6 billion. 


In the case of our economy, particular circumstances which give a special 
character to the question of imports from capitalist countries are also inm- 
fortant. First, the range of goods imported from abroad is very extensive. 
Frequently, these really are not much, simply inexpensive items that nonethe- 
less determine the pace of production. Second, until recently, we imported 
many goods provided on credit, and now these materials are available prac- 
tically only for cash. This means that before we buy something, we must first 
sell. And the third factor that must be considered is the fact that in 
foreign trade, capitalist countries, especially the United States, are now 
attempting to achieve their own political aims and are taking advantage of our 
economic weakness. 


I think that, at present, there are three main courses of action, not so much 
for the benefit of the incependence of our economy from imports, but for the 
assurance of a supply of essential raw and other materials. It is imperative 
that export production and a recovery in the efficiency of exports take place. 
Along with this, we must eliminate superfluous imports and, to a greater degree, 
substitute domestic raw and other materials for them. Finally, the increase of 
cooperation with socialist countries and joint solving of common problems in 
the supply of raw and other materials is imperative. 


[Question] The courses of action are obvious but, after all, it is difficult 

to change production practically overnight, to make use of new raw materials 
that frequently require a change in technology as well. To what degree is this, 
right now, at all possible? 


[Answer] Economic restrictions by Western countries in reiaticn t. Poland ob- 
viously led to a sharp decrease in supply imports. In the current year, such 
imports will be 40-50 percent less than in 1980. This is an enormous decline 
in supply sources and, before long, it probably will be difficult to find some 
new sources in its place. Especially this year, various steps were taken-~-and 
they continue to be taken--in order to alleviate the negative consequences of 
the import restrictions. We are already using domestic raw materials more 
widely and, in some cases of restricted imports from capitalist countries, we 
are substituting imports from socialist countries. It is estimated, for in- 
stance--and to some extent this should be an answer to the question raised-- 
that in the first half of the current year, the value of goods produced from 
domestic raw materials, which are substituted for imports, amounted to about 
100 billion zloty. 


[Question] Thereby considering we could eventually reach the point at which it 
becomes evident that we can completely abandon supply imports from capitalist 
countries.... 


[Answex] Such an inference would be economic absurdity. In undertaking anti- 
import actions, we are not at all concerned with some kind of autarky in raw 
materials. This is simply impossible. We are now operating under special cir- 
cumstances. The drop in supplies from abroad is, at times, frankly dramatic 
and our decisions may seem nervous now and then. In the long run, however, 





what is essential is not so much the independence of the Polish economy from 
imports, but its intense technical improvement. We can purchase from abroad 
only much raw materials as we truly need, however much we can afford and how- 
ever much is worthwhile to import. Only after providing a response to these 
three points, after drawing up the exact cost effectiveness (it should be the 
deciding factor)--can one then take up the decision to «hange the product type 
and assortment or also whether to make new investments. 


After all, these problems cannot be restricted only to matters of supply inm- 
ports. The entire area of materials management requires reform. In the past, 
hardly anyone paid attention to a sensible consumption of raw and other mater- 
ials. Supply schedules were “drawn up" under the administration of industry. 
It is now necessary to reverse this reasoning. Economic growth will be pos- 
sible only at that same rate at which we will support it with supplies of raw 
and other materials (regardless of the source) and how well we can reduce their 
consumption. In the opposite case, either we will resign ourselves to stag- 
nation in our economy, or we will be back to where we started. 
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